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businessmen u/s. 115K to 115N extended beyond assessment year 1994-95 [Refer Para 7.6 on page 37]. 


= page 39]. 


По MINUTES PLEASE: 
ў _ Before : | 


( d to go through this publication, may I draw your kind attention to the following: 
This rigen Ready Reckoner" is based on the Direct Tax Laws as amended by the Finance Act, 1994, 


i Rates of Income-tax and Surcharge: Я 

In the case of individuals, non-specified H.U.Fs., AOPs, etc, exemption limit for income-tax has been: шс 
from Rs. 30,000 (for assessment year 1994-95) to Rs. 35,000 (for assessment year 1995-96). The rate of income-tzx ap 'i ble 
to slab of income of: (a) Rs. 50,000 to Rs. 60,000 is 2096 as against 30% in the preceding ASSCSSLAC. ver; | 
(b). Rs. 60,000 to Rs. 1,00,000 is 30% as in the preceding assessment year; (o) Rs. 1,00,000 to Rs. 1,20,000 is 309€ as agains. 40% ; 
in the preceding assessment year and (d) Rs. 1,20,000 and above is 4096 as in the preceding assessment year [Refer page 96 & | 

0]. 
tg In the case of specified H.U.Fs., firms, co-operative societies and local authorities, the basic rates of income-tax ^c all ~ 
level of taxable income are the same for assessment years 1994-95 and 1995-96. i 

" In the case of non-corporate resident assessees, for assessment year 1995-96, surcharge at the rate of 12% on income-tax | 
is not payable even where the taxable income exceeds Rs. 1,00,000 as in the preceding assessment year. 

In the case of domestic companies in which the public are substantially interested and domestic companies in which the 
public are not substantially interested, the rate of income-tax is 40% as against 45% or 50%, respectively, of the taxable: come 
as in the preceding assessment year. Surcharge at the rate of 15% of income-tax is payable by such companies where the v xablc 
income exceeds Rs. 75,000 as in the preceding assessment year [Refer page 27 & 31]. 

The rates at which tax is required to be deducted at source during the financial year 1994-95 from income оу way of 
interest on securities, dividends, etc. are specified in Part II of the First Schedule to the Finance Act, 1994. These rates are the 
same as those specified in Part II of the First Schedule to the Finance Act, 1993, except that on income by way of divid: .ds, 
units of Unit Trust of India purchased in foreign currency, long-term capital gains, etc. payable to non-residents, non-resident 
Indians and foreign companies have been reduced/deductible. For details, refer page 32. It may be noted that, deduction in: | 


. respect of surcharge at the rate of 12% on income-tax is not to be made where the payment is made to a non-corporate resident 


assessee, non-resident, non-resident Indian or foreign company. However, deduction in respect of surcharge at the rate of 15% | 
on income-tax is to be made where the payment is made to a domestic company. 1 

Wee.f. 1-6-1994, tax is required to be deducted at source at the rate of 20% on income by way of rent payable by p.zsons | 
other than individual and H.U.F. For further details, refer page 32. i 


INCOME-TAX 


In relation to assessment year 1995-96: 

І. The period of stay in India in.the case of Indian citizens/non-resident Indians for determining the non-r^ ient | 
status extended from 150 days or more to 182 days or more [Refer Para 4.1 on page 84]. 

9. Physically handicapped minor child's income not to be included in income of any parent u/s. 64(1A). Consequently, 
section 80V omitted [Refer Para 9.1 on page 38].'. - 

3. Monetary limit raised from Rs. 25,000 to Rs. 50,000 for the purposes of audit in the case of trusts claiming 
Eeapdon ue 11/12 and of substantial contribution to the trusts by the person referred to in section 13(3)(b) [Refer Para 3.1 
on page 34]. | 

4. Tax exemption u/s. 10(10C) on payment under voluntary retirement scheme extended to employees of co-op "ati е | 
societies, Universities, etc. [Refer Para 1.1 on page 33]. А | 

5. Deduction in respect of interest payment for construction, etc., of self-occupied house raised from Rs. 5,000 to | 
Rs. 10,000 [Refer Para 6.1 on page 35]. Loss under the head "Income from house property" can be set off in the same | 

‚ assessment year against any other head of income [Refer Рага 6.2 on vare 35]. | 
7 6. Benefit of weighted deduction (212596 available u/s. 35(zAa) extended even in respect of any sum paid to a | 
University or Indian Institute of Technology [Refer Para 7.2 on page 35]. Provisions of simplified procedure for small | 


7. Capital gains arising on transfer of quoted securities and units of Unit Trust of India/Mutu: i 
1 : al Funds, if hele: ‘ur тое 
than 12 months to be categorised as long-term capital asset [Refer Para 8.1 on page 37]. Gains arising on transfer u’ tenancy | 
Чам», route permits and loom hours chargeable as capital gains [Refer Para 8.2(A) on page 37]. The manner and method of | 
odi Se on ын аага ее prescribed [Refer Para 8.2(B) on page 38]. Long-term capital gains to be | 
е flat rate о as against in f i i i iga | 
companies [Reier dc dein 2n е case of companies and @ 20% as against 40% in the case of foreign | 
1 duction in respect of: (a) repayment of loan and/or interest the i i | 
‘ t thereon, borrowed for higher education not | 
Seeding n 25090 per year for 8 assessment years u/s. 80E [Refer Para 10.1 on page 37]; (b) САГЫЗ in converti "чет | 
lange u/s. in the case of first recipient of foreign exchange, deduction to be limited to payments madı by the | 


} 
і 
foreign tourist and retained by him [Refer Рага 10.3 on page 39]; (c) profits from export of computer software, etc. u/s. 80HHE | 
1 


extended to assessment year 1995-96 [Refi ; i i ings. * 
ws. 80-IA @100% extended to WEN DUE page 39]; and (d) profits and gains from industrial undertakings. 2. 


cing located in notified industrially backward district [Refer Рага 10.5(0/ 9 | 


9. Contribution to notified pension fund of Unit Trust ia eligi 
9 tified p und of of India eligible for rebate Bor 
ito ges i Cie u/s. 88B to resident senior citizens enhanced from 20% to 4096 of he cel jus jn Gnd cil 
isr pem pl i dene КЫ кош Rs. 75,000 to Rs. 1,00,000 [Refer Para 11.2 on page M um A 
- ate of income-tax for non-resi ini i ; 
me- Дрот résidents on certam incomes [Refer Para 19 on page 40]. 
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FINANCE ACT 4 | | 
1994 V / 


THE FINANCE ACT, 1994 
AN ACT 


to give effect to the financial proposals of the Central Government for the financial year 1994-95. 
Be it enacted by Parliament in the Forty-fifth Year of the Republic of India as follows:— 


CHAPTER I : PRELIMINARY 
1. Short title and commencement. (1) This Act may be called the Finance Act, 1994. 


(2) Save as otherwise provided in this Act, sections 2 to 59 (except section 26) shall be deemed to 
have соте into force on the Ist day of April, 1994. 


CHAPTER II : RATES OF INCOME-TAX 


2. Income-tax. (7) Subject to the provisions of sub-sections (2) and (3),: for the assessment year 
commencing on the Ist day of April, 1994, income-tax shall be charged at the rates specified in.Part I of the 
First Schedule and such tax as reduced by the rebate of income-tax calculated under Chapter VIII-A of the 
Income-tax Act, 1961 (hereinafter referred to as the Income-tax Act) shall be increased, — 


(a) in the cases to which Paragraphs А,В,С and D of that Part apply, by a surcharge for purposes of 
the Union; and 


(b) in the cases to which Paragraph E of that Part applies, by a surcharge, 
calculated in each case in the manner provided therein. 


(2) In the cases to which Sub-Paragraph I or Sub-Paragraph II of Paragraph A of Part I of the First 
Schedule applies, where the assessee has, in the previous year any net agricultural income exceeding six 
hundred rupees, in addition to total income, and the total income exceeds, — 


(i) in a case to which the said Sub-Paragraph I applies, thirty thousand rupees, and 
(ii) in a case to which the said Sub-Paragraph II applies, eighteen thousand rupees, 
then, — 


~ 


(a) the net agricultural income shall be taken into account, in the manner provided in 
esa (5) [that is to say, as if the net agricultural income were comprised in the total income 
after, — 


(i) in a case to which the said Sub-Paragraph I applies, the first thirty thousand 
rupees, and 


(ii). in a case to which the said Sub-Paragraph II applies, the first eighteen thousand 
rupees, 


of the total income but without being liable to tax], only for the purpose of charging i - 
tax in respect of the total income; and y purp RIEIDE'Income 


(b) the income-tax chargeable shall be calculated as follows:— ! 


(i) the total income and the net agricultural income shall be aggregated and the 
amount of income-tax shall be determined in respect of the aggregate income at the rates 
specified in Sub-Paragraph I or as the case may be, Sub-Paragraph II of the said 
Paragraph A, as if such aggregate income were the total income; 


(5) the net agricultural income shall be increased, — 


(A) in a case to which the said Sub-Paragraph I applies, - : 
thousand rupees; and graph 1 applies, by a sum of thirty 


(B) in a case to which the said Sub-Paragraph II li А 
thousand rupees, graph II applies, by a sum of eighteen 


and the amount of income-tax shall be determined in respect of the net agricultural 
Income as so increased at the rates specified in Sub-Paragraph I or, as the case may be, 


Sub-Paragraph II of the said Paragraph A, as if the net agricultural income as so increased 
were the total income; 


(ši) the amount of income-tax determined in accordance with sub-clause @ shall be 
reduced by the amount of income-tax determined in accordance with sub-clause (i) and 
the sum so arrived at shall be the income-tax in respect of the total income: 
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Provided that the amount of income-tax so arrived at, as reduced by the rebate of income-tax 
calculated under Chapter VIII-A of the Income-tax Act, shall, in the case'of every person having a 
total income exceeding one hundred thousand rupees, be increased by a surcharge for purposes of 
the Union calculated at the rate of twelve per cent. of such income-tax and the sum so arrived at 
shall be the income-tax in respect of the total income. 


(3) In cases to which the provisions of Chapter XII or Chapter XII-A or sub-section (74) of section 
161 or section 164 or section 164A or section 167B of the Income-tax Act apply, the tax chargeable shall be 
determined as provided in that Chapter or that section, and with reference to the rates imposed by sub-section 
(1) or the rates as specified in that Chapter or section, as the case may be: 


Provided that the amount of income-tax computed in accordance with the provisions of section 112 
shall be increased by a surcharge for purposes of the Union or surcharge as provided in Paragraph A, B, 
C, D or E, as the case may be, of Part I of the First Schedule: 


Provided further that in respect of any income chargeable to tax under section 115B or section 
115BB of the Income-tax Act, — i 


(a) the income-tax computed under section 115B shall be increased by a surcharge calculated 
at the rate of fifteen per cent. of such income-tax; and 


(b) the income-tax computed under section 115BB shall be increased, — 


(i) in the case of a person other than a company, being a resident in India, by a 
surcharge for purposes of the Union calculated at the rate of twelve per cent. of such income- 
tax; and ( 

(ii) in the case of а domestic company, by a surcharge calculated at the rate of fifteen per 
cent. of such income-tax. $ 


(4) In cases in which tax has to be deducted under sections 193, 194, 194A, 194B, 194BB, 194D 
and 195 of the Income-tax Act at the rates in force, the deduction shall be made at the rates specified in Part 
II of the First Schedule and shall be increased in the cases to which the provisions of sub-item (a) of item 2 of 
that Part apply, by a surcharge, calculated in the manner provided therein. 


(5) In cases in which tax has to be deducted under sections 194C, 194EE, 194E 194G and 1941 of 
the Income-tax Act, the deduction shall be made at the rates specified in those sections and shall be increased 
in the case of an assessee, being a domestic company, by a surcharge calculated at the rate of fifteen per cent. 
of such deduction. EA | ! 


(6) In cases, in which tax has to be collected under section 206C of the Income-tax Act, the 
collection shall be made at the rates specified in that section and shall be increased in the case of a buyer 
being a domestic company, by a surcharge calculated at the rate of fifteen per cent. of such collection. 


"^" X7) ‘Subject to the provisions of sub-section (8), in cases in which income-tax has to be calculated 
under the first proviso to sub-section (5)'of section 132 of the'Income-tax Act or charged under sub-section (4) 
of section 172 or sub-section (2) of section 174 or section 175 or sub-section (2) of section 176 of the said Act 
or deducted under section 192 of the said Act from, income chargeable under the head “Salaries” or in which 
the “advance tax” payable under Chapter XVII-C of the said Act has to be computed, at the rate or rates in 
force, such income-tax or as the сазе may be "advance tax" shall be so calculated, charged, deducted or 
computed at the rate or rates specified in Part III of the First Schedule and such tax shall be increased in the 
cases to which Paragraph E of that Part applies, by a surcharge, calculated in the manner provided therein: - 


Provided that in cases to which the provisions of Chapter XII or Chapter XIL-A or sub-section (14) 


of section 161 or section 164 or section 164A or section 167B of the Income-tax Act apply, “advance СУ A 
tax" shall be computed with reference to the rates imposed by this sub-section or the rates as specified — — 


in that Chapter or section, as the case may be: 


Provided further that the amount of income-tax computed in accordance with the provisions of - = 
section 112 shall be increased by a surcharge as provided in Paragraph Е of Part III of the First —— 


Schedule: , И is 

Provided also that in respect of any income'chargeable to tax under section 115B, or in the case 

a domestic company, under section 115BB, of the Income-tax Act, the “advance tax" computed unc 

the first proviso shall be increased by a surcharge calculated at the rate of fifteen per cent. of su 
“advance tax”. a Vos Кы ситса аре рр 


me 


(8) In the cases to which Sub-Paragraph I or Sub-Paragraph II of Paragr ph A of Part Ш. the 
First Schedule applies, where the assessee has, in: the previous year or, if by virtue of: any provision of the 


Beo 
in E a. 
= 


Income-tax Act, income-tax is to be charged in respect of the income of a period other than: 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 2 


vo o a m De OAs „ль: TIRES Oi eS a АД 


FINANCE ACT 
1994 


6 


in such other period, any net agricultural income exceeding six hundred rupees, in addition to total income 
and the total income exceeds, — | 


(i) in а case to which the said Sub-Paragraph I applies, thirty-five thousand rupees, and 
(й) іп a case to which the said Sub-Paragraph II applies, eighteen thousand rupees, 


then, in calculating income-tax under the first proviso to sub-section (5) of section 132 of the Income-tax Act 


or in charging income-tax un 


der sub-section (2) of section 174 or section 175 or sub-section (2) of section 176 


of the said Act or in computing the “advance tax” payable under Chapter XVII-C of the said Act, at the rate or 
rates in force,— . 


(a) the net agricultural income shall be taken into account, in the manner provided in clause 
(b) [that is to say, as if the net agricultural income were comprised in the total income after. — 


(i) in a case to which the said Sub-Paragraph I applies, the first thirty-five thousand 


rupees, and di dalinn doi 
(ii) in a case to which the said Sub-Paragraph II applies, the first, eighteen thousand 
rupees, 


of the total income but without being liable to tax], only for the purpose, of calculating, charging or 
computing such income-tax or as the case may be, “advance tax" in respect of the total income; 
and я: 
(b) such income-tax ог, as the case may be, "advance tax" shall be so calculated, charged or 
computed as follows:— x 
(i) the total income and the net agricultural income shall be aggregated and the amount 
of income-tax or “advance tax" shall be determined in respect of the aggregate income at the 
rates specified in Sub-Paragraph I or as the case may be, Sub-Paragraph II of the said 
Paragraph A, as if such aggregate income were the total income; ' ! у 
(i) the net agricultural income shall be іпсгеаѕед,— .; - tos 
(A) in a case to which the said Sub-Paragraph I applies, by a sum of thirty-five 
thousand rupees; and 
(B) in a case to which the said Sub-Paragraph II applies, by a sum of eighteen 
thousand rupees, суад : Я 
and the amount of income-tax or "advance tax" shall be determined in respect of the net 
agricultural income as so increased at the rates specified in the said Sub-Paragraph I or, as the 
case may be, the said Sub-Paragraph II as if the net agricultural income as so increased were 
the total income; f nandi zos оэ 
(ii) the amount of income-tax or "advance tax" determined in ‘accordance with sub- 
clause @) shall be reduced by the amount of income-tax ог, as the case may be, "advance tax" 
determined in accordance with sub-clause (ii) and the sum so arrived at shall be the income-tax 
| от, as the case may be, "advance tax" in respect of the total income. T 


(9) For the purposes of this section and the First Schedüle,— 


(a) “company in which the public are substantially interested" means a company. within the 
meaning of clause (18) of section.2 of the Income-tax Act, and includes а subsidiary of such 


‚ company if the whole of the share capital of such subsidiary company has been held by the parent 


DR er 0 ERE SS ee 


company or by its nominees throughout the previous year; 
___, (b), “domestic company” means an Indian company, or any other company which, in respect of 
its income liable to income-tax under the Income-tax Act for the assessment year commencing on 
the Ist day of April, 1994, has made the prescribed arrangements for the declaration and payment 
within India of the dividends (including dividends on preference shares) payable out of such 
income in accordance with the provisions of section 194 of the Act; aor’ 

(c) “insurance commission” means any remuneration’ or reward, whether’ by way of 
commission or otherwise, for soliciting or procuring insurance business (including business 


» relating to the continuance, renewal or revival of policies of insurance); 


(d) “net agricultural income”, in relation to a person, means the total amount of agricultural 


‘income, from whatever source derived, of that person computed’ in accordance with the rules 


contained in Part IV of the First Schedule; 


С (е) all other words and expressions used in this section or in the First Schedule but not 


defined in this sub-section and defined in the Income-tax Act shall have the meanings respectively 


a assigned to them in that Act. 
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CHAPTER III: DIRECT TAXES 
INCOME-TAX 
з; Amendment of section 2. Іп section 2 of the Income-tax Act— 


(a) in dause (194) after the words "Deputy Commissioner of Income-tax", the words "or an 
"Additional Commissioner of Income-tax" shall be inserted with effect from the Ist day of June, 1994; 


(b) in clause (. 19B), after the words and brackets “Deputy Commissioner of Income-tax (Appeals)”, 
the words and brackets “or an Additional Commissioner of Income-tax (Appeals)" shall be inserted with 
, effect from the 1st day of June, 1994; 


(c) after clause (19B), the following clause shall be inserted with effect from the Ist day of June, 
1994, namely:— 


(19С) "Deputy Director" means a person appointed to be a Deputy Director of Income-tax or 
an Additional Director of Income-tax under sub-section (1) of section 117;; 


(d) in dause (21), after the words "that sub-section to be”, the words “an Additional Director of 
Income-tax or” shall be inserted with effect from the Ist day of June, 1994; 


(e) in clause (224), with effect from the Ist day of April, 1995,— 


(i) in the proviso, after the words “share held in a company”, the words, figures, brackets and 
letter "or any other security listed in a recognised stock exchange i in India or a unit of the Unit 
Trust of India established under the Unit Trust of India Act, 1963 or а unit of a Mutual Fund 
specified under clause (23D) of section 107 shall be inserted; vant 


(ii) the existing Explanation shall be renumbered as Explanation 1 and in Explanation I as so 
renumbered, in clause (t), after sub-clause (с), the following sub-clauses shall be inserted, namely:— 


‘“(d) in the case of a capital asset, being a share or any other security (hereafter in this 
clause referred to as the financial asset) subscribed to by the assessee on the basis of his right to 
subscribe to such financial asset or subscribed to by the person in whose favour the assessee has 
renounced his right to subscribe to such financial asset; the penod ge pe reckoned from the 
date of allotment of such financial asset; 


(e) in the case of a;capital asset, being the right to аре to any financial asset, which 
is renounced.in favour of any other person, the period shall be reckoned from the date of the 
offer of such right by the company or institution, as the case may be, making such offer;”; 


(iti) after Explanation.1 as so renumbered, the following Explanation shall be inserted, namely:— 


‘Explanation 2.—For the purposes of this clause, thé expression “security” shall have the 
meaning. assigned to it in clause (h) of section 2 of the. Sce on (Regulation) Act, 
1956;’. 


4,; Insertion of new section 5A. After, section 5 of the Income-tax ne Be ile section shall be 
inserted and shall be deemed to have been inserted with effect from the 1st day of April, 1963, namely:— 


‘54. Apportionment of income between spouses governed by Portuguese Civil Code. (J) Where 
the husband and wife аге governed by. the system. of: community of property (known under the 
Portuguese Civil Code of 1860 as “COMMUNIAO DOS BENS”) in force in the State of Goa and in the 
Union territories of Dadra and Nagar Haveli and Daman and Diu, the i income of the husband and of 
the-wife under any head of income shall not be assessed as that of such’ community of property (whether - 


treated as an‘association of persons or'a body: of individuals); but such income of the husband and of 25 


. the wife under each head of income (other than under, the head “Salaries”) shall be apportioned equally _ 
between the husband and the wife and the.income so apportioned shall be included separately in the — 


total income of the husband and of the wife respectively, and the remaining provisions of this Act shall” | X 


apply accordingly. 


(2) Where the ‘husband or, as the case may be, the wife governed by the aforesaid system | o 1 


community of property has any income under the head "Salaries";'such income shall be included i in ше 
total income of the spouse who has actually earned it’... | Spi 1 1 

5. Amendment of section 6... In section 6 of the Income-tax Act, in clause е (1), in sub-clause (с), Lu 
Explanation, in clause (b), for the words "one hundred and fifty days", the words “опе! Bee Y 
days" T be substituted with effect from the Ist day of April, 1995. 


. Amendment of section 10, In section. | 10. of the; Income-tax Ас. LE seca 
(1) in clause (10G), with effect from the Ist day of April, 1995,— ina vq 
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(а) in sub-clause (iv), for the word "authority", the words "authority; or" shall be substituted; 
(b) after sub-clause (iv) the following sub-clauses shall be inserted, namely:— 

“(о) a co-operative society; or : z р 

(vi) a University established or incorporated by or under a Central, State or Provincial 


Act and an institution declared to be a University under section 3 of the University. Grants 
Commission Act, 1956; or 


(vii) an Indian Institute of Technology within the meaning of clause (g) of section 3 of the 


Institutes of Technology Act, 1961; or 
(viii) such institute of management as the Central Government may, by notification in the 
Official Gazette, specify in this behalf,”; 


(c) in the first proviso,— 


(i) after the word "authorities", the words, brackets. and figures '“ог societies or 
А . Я on ET " E 
Universities or the Institutes referred to in sub-clauses (vii) and (viii)" shall be inserted; 


(i) after the word, brackets and figures “sub-clause (#)", the words, brackets and figure 
“or co-operative societies referred to in sub-clause (v)" shall be inserted; 


`(2) after clause (224), the following clause shall be inserted, namely:— 


"(22B) any income of such news agency set up in India solely for collection and distribution of 
news as the Central; Government may, by notification in the Official Gazette, specify in this behalf: 


Provided that the news agency applies its income or accumulates it for application solely for 
collection and distribution of news and does not distribute its income in any manner to its 
members: "des 


Provided further that any notification issued. by the Central Government under this clause 
shall, at any one time, have effect for such assessment year or years, not exceeding three assessment 
years (including an assessment year or, years commencing. before the date on which such 
notification is issued) as may be specified. in the notification;"; 


(3) in clause (26), with effect from the 1st day of April, 1995,— 
(i) in the opening portion, for the words "States of Nagaland, Manipur and Tripura or in the 


Union territories of Arunachal Pradesh and Mizoram”, the words "States of Arunachal Pradesh, 
Manipur, Mizoram, Nagaland and Tripura” shall be substituted; 


(1i) in sub-clause (a), for the words “,States or Union territories aforesaid”, the words “or States 
aforesaid” shall be substituted; А 


(02) in clause (26B), the following amendments shall be made and shall: be deemed to have been 
made with effect from the Ist day of April, 1993, namely:— 


(a) for the words “members of either the Scheduled Castes or the Scheduled Tribes or of 
both”, the words "members of the Scheduled: Castes or the Scheduled Tribes. or backward classes ог 
of any two or all of them” shall be substituted; T T 


» (b) for the Explanation, the following Explanation shall be substituted, namely:— 
"Explanation.—For the purposes of this. clause, — e died, зц E. 
_ (a). “Scheduled Castes” and "Scheduled Tribes” -shall haye the meanings respectively 
assigned to them in clauses (24) and (25) of article 366 of the Gonstitution; 


(b) “backward classes" means such classes of citizens, other than the Scheduled Castes 


H 


and the Scheduled Tribes, as may be notified — 
` (ìi) by the Central Government; or 
(й) by any State Government, 
^ - as the case may be, from time-to time.'. T mT l 
7. Amendment of section 10B. In section 10B of the Income-tax Act, — 


э (а) їп sub-section (2), after clause (i) the following clause shall be inserted, with effect [rom the 
‘Ist day of April, 1995, namely:— ' : zu UR ( 


THU 


: “(ia) in relation to an undertaking which begins to ‘manufacture or КОШО aa article or 
=A thing on or atter the Ist day of April, 1994, its exports of such articles and things are not less than 
seventy-five per cent. of the total sales thereof during the previous year;”: rer 
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. (b) in the Explanation occurring at the end, after clause (iii), the following clause shall be 
inserted, namely:— 


. . (iv) "produce", in relation to any article or thing referred to in clause @) of sub-section (2) 
includes production of computer programmes.’. : 
8. Amendment of section 12A. In section 12A of the Income-tax, in clause (b), for the words “twenty- 
five thousand", the words “fifty thousand” shall be substituted with effect from the Ist day of April, 1995. 


9. Amendment of section 13. In section 13 of the Income-tax, in sub-section (3), in clause (5), for the 
yori e Five thousand", the words “fifty thousand" shall be substituted with effect from the 1st day of 
April, 1995. | 


10. Amendment of section 17. In section 17 of the Income-tax Act, in ss (2); in the proviso, for 
clause (ii) the following clause shall be substituted and shall be deemed to have been substituted, with effect 
from the 1st day of April, 1993, namely:— 


. “(й) any sum paid by the employer in respect of any expenditure actually incurred by the employee 
on his medical treatment or treatment of any member of his family— 
(a) in any hospital maintained by the Government or any local authority or any other hospital 
approved by the Government for the purposes of medical treatment of its employees; 
(b) in respect of the prescribed diseases or ailments, in any hospital approved by the Chief 
Commissioner having regard to the prescribed guidelines: 
Provided that, in a case falling in sub-clause (5), the employee shall attach with his return of income 


a certificate from the hospital specifying the disease or ailment for which medical treatment was 
required and the receipt for the amount paid to the hospital.". 


11. Amendment of section 24. In section 24 of the Income-tax Act, in sub-section (2), in the proviso, 


for the words “five thousand rupees”, the words "ten thousand rupees” shall be substituted with effect from the 
lst day. of April, 1995. : : ir 
ат Amendment of section 33AB. Іп section 33AB of the Income-tax Act, with effect from the Ist day 
of April, 1995,— 
(1) in sub-section (1). — f dam. 191 : 
(i), for the portion beginning with the words “whichever i$ earlier, deposited with the National 
Bank" and ending with the words "the assessee shall, subject to, the provisions of this section,”, the 
following shall be substituted, namely:—, 
“whichever is earlier. — , Я ; 5H: hami == 
(a) deposited with the National Bank any amount or amounts in an account 
(hereafter in this section referred to as the special account) maintained by the assessee 
with that Bank in accordance with, and for the purposes specified in, a scheme (hereafter 
' in this section referred to as the scheme) ‘approved in this behalf by the Tea Board; or 


(b) deposited any amount in an account (hereafter in this section referred to as the 


Тёа Deposit Account) opened by the assessee in accordance with, and for the purposes 
specified in, a scheme framed by the Tea Board (hereafter in this section referred to as the 
deposit scheme) with the previous approval of the Central Government, = __ 
the. assessee shall, subject to the provisions of: this section,”; ysig VRE ЖЕЗ ча casi 
" (i) in the secorid proviso, after the words “їп the special account", 'the^words “or in’ the Tea 
Deposit Account” shall be ‘inserted; і ЫКЫ ууу сауыты ^ Оу ДЕЙЫ 
|^ (2) in sub-section (3), for the words “the special’ account ‘shall’ not bë allowed to be withdrawn - 
except for the purposes specified in the scheme", the words “the special account or the Tea Deposit — — 
.. Account shall not be allowed to be: withdrawn except for the: purposes specified in the:scheme от; as the fes 
case may. be, in the deposit scheme”: shall be substituted; finus guik юй. ў E. EK 
- -i (3) in sub-section (5), after'the words “Һе special account", the words "or in thé Tea Deposit 
* -Accóunt" ‘shall be inserted; cr rs x Pe pd v sop dem 
| (4) in sub-section (6), — i и] E K X tta 1522 РЯ VELO s : sr : 
(1) alter the words “the special account", the words “or in the Tea Deposit Account” shall be tem 
inserted; — — оме Ба due ага або бйнм ted Жа С 
(ii) after the words “the scheme", the words “or the deposit scheme” shall be inserted; 
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(5) in sub-section’ (7) — 36" 
(i) after the words "special account", the words “ог in the Теа Deposit Account" shall be 
inserted; t 
(ii) after the words “National Bank", the words "or which is withdrawn by the assessee from 
the Tea Deposit Account" shall be inserted; из 
(ii) after the words "the scheme", the words “ог the deposit scheme" shall be inserted; 
(6) in sub-section (8), after the words "the scheme", at both the places where they occur, the words 
*or the deposit scheme" shall be inserted. M 
13. Amendment of section 35. In section 35 of the Income-tax Act, in sub-section (244), with effect 
from the Ist day of April, 1995,— чы à 
(a) in the opening portion, after the words *a National Laboratory", the words "or a University or 
an Indian Institute of Technology” shall be inserted; 
(5): in the first proviso, after the words "every National Laboratory”, the words “or University or 
Indian Institute of Technology" shall be inserted; 
(c) in the second proviso, — ee M 
(i) after the words "the National Laboratory", the words "or the University or the Indian 
Institute of Technology" shall be inserted; 
(ii) after the words "such Laboratory", the words “or University or Institute, as the case may 
be" shall be inserted; 
(d) for the Explanation, the following Explanation shall be substituted, namely:—. i 
"Explanation.—For the purposes of this section,— . , BS noitosa 10.3 
(a) “National Laboratory" means a scientific laboratory functioning at the national level 
under the aegis of the Indian Council of Agricultural Research, the Indian Council of Medical 
Research, the Council of Scientific and Industrial. Research, the Defence Research and 
Development Organisation, the Department of Electronics, the Department of Bio-Iechnology 
or the Department of Atomic Energy and which is approved as a National Laboratory by the 
prescribed authority in such manner as may be prescribed; “` 
(b)... "University" shall have the same meaning as іп Explanation to clause (ix) of section 47; 
. (c) "Indian Institute of Technology" shall have the same meaning as that:of “Institute” 
in clause (g) of section 3 of the Institutes of Technology Act, 1961.’. 
Е es ЖЫЛЫТ ei section 36. In section 36 of the Income-tax Act, in sub-section (1), with effect from 
(a) in clause (viia), in sub-clause’ (2),— | ins вэлэ!) 
(i) the words, brackets, figures and letter “a bank approved by th | 
purposes of clause (vitia) or" San be omitted; $ Penase ac Eata] Government forie 
(ii) for the words “four per cent.”, the words “ten per cent.” shall be substituted; 
(b) clause (vitia) shall be omitted. --: Sany i Sa 
15. Amendment of section 37. In section 37 of the Income-tax Act. i b-sectio) 
figures and letters "any previous year commencing onthe Ist day of April, 1992", the eed ud d Mes 
any previous year commencing оп or after the lst,day of April, 1992” shall be substituted and shall be 
deemed to have been substituted with effect from the Ist day of April, 1993. — - 
16. Insertion of new, sections 44AD and 44AE. In the Income- ec to 
following sections shall be inserted, namely— = · m PUES аА section aea Р 
‘44AD. Special provision:for.computing profits and’ gains of b ines состун 1 
etc. (1) Notwithstanding anything to the contrary contained in sections 98 to AA етс, ОЗ 
, assessee engaged in the business of civil construction or supply of labour for civil CORSIEUCLOR a sum 
equal to eight per cent. of the gross receipts paid or payable to the assessee in the revious year on 
account of such business or, as the case may be, a sum higher than the aforesaid sum x declared by the 
assessee in his return of income, shall be deemed to be the profits and gains of such business chargeable 
to tax under the head "Profits and gains of business or profession": zT 8 
Provided that nothing contained in this sub-section shall apply in c E ipts 
paid or payable exceed an amount of forty lakh rupees. PEI eras the aforesaid gross receip 
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(2) Any deduction allowable under the provisions of sections 30 to 38.shall; for the purposes of 


sub-section (1), be deemed to have been already given full effect to and no further deduction under 
those sections shall be allowed. 


‚(3 ) The written down value of апу asset used for the purpose of the business referred to in sub- 
section (1) shall be deemed to have been calculated as if the assessee had claimed and had been actually 
allowed the deduction in respect of the depreciation for each of the relevant assessment years. 


(4) The provisions of section 44AA and 44AB shall not apply in so far as they relate to the business 
referred to in sub-section (1) and in computing the monetary limits under those sections, the gross 
receipts or, as the case may be, the income from the said business shall be excluded. 
^" (5) Nothing contained in the foregoing provisions of this section shall apply, where the assessee 
claims and produces evidence to prove that the profits and gains from the aforesaid business are lower 

"than the profits and gains specified in sub-section (I) and thereupon the Assessing Officer shall 
proceed to make an assessment of the total income or loss of the assessee and determine the sum 
payable by the assessee on the basis of assessment made under sub-section (2)'of section 143. 


Explanation.—For the purposes of this section, the expression “civil construction” includes— 


(a) the construction or repair of any building, bridge, dam or other structure or of any canal 
or road; 20) ч. 


(b) the execution of any works contract. ) | 

. _44АЕ. Special provision for computing profits and gains of business of plying, hiring or 
leasing goods carriages. (1) Notwithstanding anything to the contrary contained in sections 28 to 
43C, in the case of an assessee, who owns not more than ten goods carriages and who is engaged in the 
business of plying, hiring or leasing such goods carriages, the income of such business chargeable to tax 
under the head “Profits and gains of business or profession” shall be deemed to be the aggregate of the 
profits and gains, from all the goods carriages owned by him in the previous year, commputed in 
accordance with the provisions of sub-section (2). 


(2) For the purposes of sub-section (1), the profits and gains from each goods carriage,— — 
(i) being a heavy goods vehicle, shall be an amount equal to two thousand rupees for every 
month or part of a month during which the heavy goods vehicle is owned by the assessee in the 


previous year or, as the сазе may be, an: amount higher than the aforesaid amount as decláred by 
him in his return. of income; s 


(ii) other than a heavy goods vehicle, shall be an amount equal tó'one thousand eight hundred 
rupees for every month or. part of a month. during which the goods carriage 15 owned by the 
assessee in the previous year or, as the case may be, an amount higher than the aforesaid amount as 
declared by him in his return of income. Т 

. (3) Any -deduction allowable under the provisions of sections 30 to 38 shall, for the purposes of 
sub-section (J), be deemed to have been already given full effect to and no further deduction under 
those sections shall be allowed... . $ Í 


(4) The written down value of any asset used for the purpose of the business referred to in sub- 
section (4), shall be deemed to have been calculated as if the.assessee had claimed and had been 
actually allowed the deduction in respect of the depreciation for-each of the relevant assessment years. 

(5) The provisions of sections 444A and. 44AB shall not apply. in so far as they relate to the 
business referred to in sub-section (7) and in computing the monetary limits under those sections, the 
gross receipts or, as the case may be, the income from the said business shall be excluded. - | 

(6) Nothing: contained in the foregoing provisions of this section shall apply, where the assessee _ 
claims and produces evidence to prove that the profits and gains from the aforesaid business are lower 
than the profits and gains specified. їп sub-sections (1) and. (2), and thereupon the Assessing Officer 
shall proceed to make an assessment of the total income or loss of the assessee and determine the sum ~ 
payable by the assessee on the basis of assessment made under, sub-section (3) of section 143... 

" Explanation.—For the purposes of this section, — —— TES m ru banaani od ee 

(а) the expressions "goods carriage" and “heavy: goods vehicle" shall have the meanings — 
respectively assigned to them in section 2 of the Motor Vehicles Act, 1988; єз ade RECS 

b) an assessee, who is in possession of a goods carriage, whether taken on hire purchase or on 8 

а and for which the whole or part of the amount payable is still due, shall be deemed to 

be. the owner of such goods carriage-'. , pig. кл! oi ы canta, Беа 
сг, „те ЖҮК А IT тоз 
17. Amendment of section 44D. In section 44D of the Income-tax Act, clauses (c) and (d), shall b 
omitted with effect from the Ist day of April, 1995. Ш ТА... sir ule honig 
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18. Amendment of section 55. In section 55 of the Income-tax Act, in sub-section (2), for clause (a), 
the following clauses shall be substituted, with effect from the 1st day of April, 1995, namely:— 


"(a) in relation to a capital asset, being goodwill of a business, tenancy rights, stage carriage 
permits or loom hours,— : ; 

(i) in the case of acquisition of such asset by the.assessee by purchase from a previous owner, 
means the amount of the purchase price; and | | 

(ii) in any other case [not being а case falling under sub-clauses (i) to (tu) of sub-section (1) of 
section 49], shall be taken to be ni; 

(aa) in a case where, by virtue of holding a capital asset, being a share or any other security within 
the meaning of clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 (hereafter in 
this clause referred to as the financial asset), the assessee becomes entitled to subscribe to any 
additional financial asset, then, subject to the provisions of sub-clauses (i) and (ii) of clause (b),— 


(i) in relation to the original financial asset, on the basis of which the assessee becomes 
entitled to any additional financial asset, means the amount actually paid for acquiring the original 
financial asset; and 


(ii) in relation to any right to renounce the said entitlement to subscribe to the financial asset, 
when such right is renounced by the assessee in favour of any person, shall be taken to be nil in the 
case of such assessee; 


(#1) in relation to the financial asset, to which the assessee has subscribed on the basis of the 
said entitlement, means the amount actually paid by him for acquiring such asset; 


(iv) in relation to any financial asset purchased by any person in whose favour the. right to 
subscribe to such asset has been. renounced, means the aggregate of the amount of the purchase 
price paid by him to the person renouncing such right and the amount paid by him to the 
company or institution, as the case may be, for acquiring such financial asset;”. 


19. Amendment of section 57. In section 57 of the Income-tax Act, the proviso shall be omitted with 
effect from the 1st day of April, 1995. 


20. Amendment of section 64. In section 64 of the Income-tax Act, in sub-section (JA), in the 
opening portion, after the words “arises or accrues to his minor child”, the words, figures and letter ",not 
being a minor child suffering from any disability of the nature specified in section 80U" shall be inserted with 
effect from the Ist day of April, 1995. 


21. Amendment of section 71: In section 71: of the Income-tax Act, for sub-section (4), the following 
sub-section shall be substituted with effect from the 1st day of April, 1995, namely:— 


'(4) Where the net result of the computation under the liead "Income from house property" is a 
loss, in respect of the assessment years commencing on the Ist day of April, 1995 and the Ist day of 
April, 1996, such loss shall be first зеї off under sub-sections (1) and (2) and thereafter the loss referred 


to in section 71А shall be set off in the relevant assessment year in accordance with the provisions of that 
section... ў ЕЛ T 


5 | 22. Substitution of new section for section 71A. For section 71A of the Income-tax Act, the 
following section shall be substituted with effect from the lst day of April, 1995, namely:— 


“ILA. Transitional provisions for set off of loss under the head “Income from house property”. 

‚_ Where in respect of the assessment year commencing on the Ist day of April, 1993 or the 1st day of 

April, 1994, the net result of the computation under the head "Income from house property" is a loss, 

such loss in so far as it relates to interest on borrowed capital referred to in clause (vi) Of sub-section (1) 

of section 24 and to the extent it has not been'set off shall be carried forward and set off in the 

assessment year commencing on the Ist day of April, 1995, and the balance; if any, in the assessment 
‘year commencing on the Ist day of April, 1996, against the income under any head." 


_ 28. Insertion of new section 80E. After section 80DD of the I 
be inserted with effect from the 1st day of April, 1995, namely:— 


‘80E. Deduction in respect of repayment of loan taken for higher educatio i 

; 7 › \ оп. (1) In computing 
the total income of an assessee, being an individual, there shall be duced. in eats wih and 
subject to the provisions of this section, any amount paid by him in the previous year, out of his income 
chargeable to tax, ‘by way of repayment of loan, taken by him from any financial institution or any 


Spproved charitable institution for the purpose of pursuing his higher education, or interest on such 


ncome-tax Act, the following section shall 


Provided that the amount which may be so deducted shall not exceed twenty-five thousand rupees. 
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(2). The deduction specified in sub-section (1) shall be allowed in computing the total income in 
respect of the initial assessment year and seven assessment years immediately succeeding the initial 
assessment year or until the loan referred to in sub-section (1) together with interest thereon is paid by 
the assessee in full, whichever is earlier, 


(3) For the. purposes of this section,— 


_(a) "approved charitable institution” means an institution specified in, or, as the case may be, 

an institution established for charitable purposes and notified by the Gentral Government under 

. саша (23C) of.section 10 or an institution referred to in clause (a) of sub-section (2) of section 

(b) "financial institution" means a banking company to which the Banking Regulation Act, 

1949 applies (including any bank or banking institution referred to in section 51 of that Act); or 

any other financial institution which the Central Government may, by notification in the Official 
Gazette, specify in this behalf; 


(c) "higher education" means full-time, studies for any graduate or post-graduate course in 
engineering, medicine, management or for post-graduate course in applied sciences or pure 
sciences including mathematics and statistics; 7: 


(d) "initial assessment year" means the assessment year relevant to the previous year, in which 


the assessee starts repaying the loan or interest thereon.’. 


24. Amendment of section 80G. In section 80G of the Income-tax Act,— 
(a) in sub-section (1), in clause (i), after the words, brackets, figures and letter “or in sub-clause 
(9/)", the words, brackets, figures and letter “or in sub-clause (tig)” shall be inserted; 
(b) in sub-section (2), in clause (a), after sub-clause (sif), the following sub-clause shall be inserted, 
namely:— ` S 
"(iig) the Maharashtra Chief Minister's Relief Fund during the period beginning on the Ist day 
of October, 1993 and ending on the 6th day of October, 1993 or to the Chief Minister's Earthquake 
Relief Fund, Maharashtra; or"; : 
(c) sub-section (3) shall be omitted; 
(d) in sub-section (5), — 
(i) the word “and”, occurring at the end of clause (iv), shall be omitted; 
(ii) in clause (v), the word “and” shall be inserted at the end. 


25. Amendment of section 80HHD. In section 80HHD of the Income-tax Act, with effect from the 
Ist day of April, 1995,— - 

(a) in sub-section (2), in the Explanation, for the words “from a tour operator or, as the case may be, 
a travel agent”, the words “from another hotelier, tour operator or travel agent, as the case may be,” 
shall be substituted; 

(b) in sub-section (3), after the word, brackets and figure “sub-section (2), the brackets, words, 
figure and letter “[as reduced by any payment, referred to in sub-section (24), made:by.the assessee]" 
shall be inserted; : disp 

(с): 1n.sub-section (6), — 

(i) the words “aggregate of the" shall be omitted; ; ES 
(ii) after the words “foreign tourists", the words, brackets, figure and letter “,payments made by 
him to any assessee referred to in sub-section (24)" shall;be inserted. boom ER 
26.. Amendment of section 80HHE. In section 80HHE of the Income-tax Act, in sub-section (1) in — 
the proviso, for the figures “1995”, the figures “1996” shall Бе substituted. (e szusia ci 225 
27. Amendment of section 80-IA. In section 80-IA of the Income-tax Act, — 
(a) in sub-section (2),— à 5 A W 
(i) in clause (ii), in‘the proviso, after the words “а small scale industrial undertaking”, the — 
words, brackets, letters and figures “ог an industrial undertaking referred toin sub-clause (b) of Ls 
clause (iv) which begins to manufacture or produce an article or thing during the'period beginning — 
on the Ist day of April, 1993 and ending on the 31st day of March, 1998" shall be inserted; | 
(ii) in clause (їо), with effect from the Ist day of April, 1995,— о depre 
. .. (1); in sub-clause (а), after the word, brackets and letter “sub-clause (6)", th 
_ brackets and letter “or sub-clause (c)" shall be inserted; о sh | 


X 


4 
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(2) after sub-clause (6), the following sub-clause shall be inserted, namely:— 

“(c) in the case of an industrial undertaking located in such industrially backward 
district as the Central Government may, having regard to the prescribed guidelines, by 
notification in the Official Gazette, specify іп’ this behalf, it begins to manufacture or 

- produce articles or things or to operate its cold storage plant or plants at any time during 
the period beginning оп the Ist day of October, 1994 and ending on the 3lst day of 
March, 1999;"; 
(b) in sub-section (5), in clause (i), in sub-clause (b), after the word, brackets and letter “sub-clause 
(5)", the words, brackets and letter “or sub-clause (c)" shall be inserted with effect from the Ist day of 
April, 1995. i 
28. Omission of section 80V.' Section 80V of the Income-tax Act shall be omitted with effect from 
the 1st day of April, 1995. 1 | i 

99. Amendment of section 88. In section 88 of the Income-tax. Act, the following amendments 
[except amendment by sub-clause, (iii) of clause (7 )] shall be made and shall be deemed to have been made 
with effect from the 151 day of April, 1991, namely:— i , 

(1) in sub-section (2)— . гах : 

(i) in clause (xii), for the words “by any person", the words “іп: the name of any person" shall 
be substituted; , joifas пд: 
(i) in Clause (xiii), for the words “by an individual”, the words, brackets and figure “in the 

name of any person specified in sub-section (4)" shall be substituted; 2 

(Si)in clause (xiiic), after the word and figures “section 10”, the words and figures "or by the 

Unit Trust of India established under the Unit Trust of India Act, 1963" shall be inserted with effect 

from the 1st day of April, 1995; 

(2) in sub-section (4),— ion 

(i) for clause (a), the following clause shall be substituted, namely:— 
“(a) for the purposes of clauses (i), (v), (xii) and (xiii) of that sub-section,— 

(i) in the case of an individual, the individual, the wife or husband and any child of 
such individual, and р Ki 

(ii) in the case of a Hindu undivided family, any member thereof"; 

(ii) in clause (b), sub-clause (ii) shall be omitted; : 
(ii)in clause (c). — ` Bee = 

(a) for the words, brackets and figures “clauses (v) and (оїй)”, the word, brackets and 
figures "clause (viii)" shall be substituted; : н | 

(b) sub-clause (ii) shall be omitted; VE a ; 
(tv) clause (d) shall be omitted. а 


. 30. Amendment of section 88B. In section 88B of the Income-tax Act, with effect Bon the Ist day of 
April, 1995,— e 


(a) for the words “seventy-five thousand rupees”, the words “one hundred thousand rupees” shall 
be substituted; А 


(0) for the words “twenty per cent.”, the words "forty per cent." shall be substituted. 


31. Amendment of section 112. In section 112 of the Income-tax Act, in sub-sectic ith effect from 
the 1st day of April, 1995,— uon Е un (1), with effec 


(i) in clause (a), after the words “Hindu undivided family,”, the words “being a resident”; shall be 


inserted; 
(@) in clause (6),— =p eer 
(a) for the word “company”, the words “domestic company” shall be substituted; 


En buf e i ша forty per cent.", wherever they: occur, the words “thirty per cent.” shall be 


(ii) after clause (b), the following clause shall be inserted, namely:— 
«(с) in the case of a non-resident (not being a company) or a foreign company,— 


(i) the amount of income-tax payable on the total income as reduced by the amount of 
such long-term capital gains, had the total income as so reduced been its total income; and 
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(i) the amount of income-tax calculated on such ERU capital gains at the rate of 
twenty per cent.” 


(iv) the existing Ciis (c) shall be selene as clause (d), a and in clause (d) asso reléttered, after the 
words "in any other case", the words "of a resident" shall be inserted. 


A Ton Amendment of section 115A. In section 115A of the Income-tax Act, with effect from the 1st day of 
pril, 2 


@) for sub-section (1), the following sub-section shall be substituted, namely:— 
a ) Where the total income оЁ— 


by (a) a non-resident (not being a company) or of a foreign company, includes any income 
way of — : 


(i) dividends; or 


(ii) interest received from Government or an Indian concern on monies borrowed or 
debt incurred by Government or the Indian concern in foreign currency; or 


(i) income received in respect of units, purchased in foreign currency, of a Mutual 
Fund specified under clause (23D) of section 10 or of the Unit Trust of India, 


the income-tax payable shall be aggregate of — Paru 


(А) the amount of income-tax calculated on the amount of income’ by way of 
dividends, if any, included in the total income, at the rate of twenty per cent.; 


(B) the amount of income-tax calculated on the amount of income by way of interest 
referred to in clause (ii), if any, included in the total income, at the rate of twenty per cent; 


(C) the amount of income-tax calculated on the income in respect of units referred to 
in clause (iii), if any, included in the total income, at the rate of twenty per cent.; and 


(D): the amount of income-tax with which he or it would“have been chargeable had. 
his or its total income been reduced by the amount of income referred to in clause (i), 
clause (ii) and clause (iii); 


(b) а foreign company, includes any income by way of royalty or fees for technical 
services received from Government or an Indian concern in pursuance of an agreement made 
by the foreign company with Government or the Indian concern after the 31st day of March, 
1976, and where such agreement is with an Indian concern, the agreement is approved by the 
Central Government or where it relates to a matter included in the industrial policy, for the 
time being in force, of the Government of India, the agreement is in accordance with that 
policy, then, subject to the provisions of sub-sections (14) and @), the income-tax payable shall 
be the aggregate of, — 


(А) the amount. of income-tax ‘calculated’ on the:income by way of royalty, if any, 
included in the total income, at the rate of thirty per cent.; ^ “i 


(B) the amount of income-tax calculated: on: the income by way of fees for technical 
i services, if any, included in the total income, at the rate of thirty per cent.; апа 
noit: -~ (C) the amount of income-tax with which it would have been chargeable had its total 
income been reduced by the amount of income by way of пае and fees for technical 
services. | 
Explanation.-For the purposes ch this section, — 


(a) "fees for technical services" shall have the same meaning as in Explanation 2 to 
clause (vii) of sub-section (1) of section 9; 


) "foreign currency” shall have the same meaning as in the Explanation below item i: 


(g) of sub-clause (iv) of clause (15) of section 10; 


(c) "royalty" shall have ше: same RSIEG as in к 2 to clause (vi) of sub- 507 


section (1) of section 9; 


(d) "Unit Trust of India" means the Unit тїш BE India énablished under the Unit 
Trust of India Act, 196313 — 


(8) їп sub-section (14), for the words чече вух 'the Gentral tt ог where duc 


agreement relates to a matter", the words "the agreement i is approved by the Central. Goverment 
where it relates to a matter” shall be substituted; - схове quaft 
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(iii) after sub-section (2), the following sub-sections shall be inserted, namely:— 

“(3) No deduction in respect of any expenditure or allowance shall be allowed to the assessee 
under sections 28 to 44C and section 57 in computing his or its income referred to in sub-section 
(1). 

(4) Where in the case of an assessee referred to in sub-section (1),)— _ 

(a) the gross total income consists only of the income referred to in clause (a) of that'sub: 
section, no deduction shall be allowed to him or it under Chapter VI-A; 

(b) the gross total income includes any income referred to in clause (a) of that sub. 
section, the gross total income shall be reduced by the amount of such income and the 
deduction under Chapter VI-A shall be allowed as if the gross total income as so reduced were 
the gross total income of the assessee. | 
(5) It shall not be necessary for an assessee referred to in sub-section (1) to furnish under sub. 

section (1) of section 139 a return of his or its income if— | 

(а) his or its total income in respect of which he ог it is assessable under this Act during 
the previous year consisted only of income referred to in clause (a) of sub-section (J); and 

(b) the tax deductible at source under the provisions of Chapter XVII-B has been | 
deducted from such income.”. i | 

$3. Amendment of section 115K. In section 115K of the Income-tax Act, with effect from the Ist day of | 
April, 1995,— CT 
(i) in sub-section (1), for the portion. beginning with the.words “to whom this section applies, | 
carrying on—”, and ending with the. words “from such business or.vocation", the following shall be 
substituted, namely:— T - | 
"to whom this section applies and who is— ; 
(a) carrying on the business of retail trade in any goods or merchandise; or 
(b) carrying on the business of running an eating place or of operating, hiring or leasing | 
a motor cab, a maxicab or a three-wheeled motor vehicle or any other business as may be | 
prescribed; or did 
. (c) engaged in any vocation! ~. i> - 
and submits a statement in accordance with the provisions of sub-section (4), a sum of forty-two 
thousand rupees shall be deemed to be the profits and gains of such person from such business or | 
vocation”; — ) СИП vt | 
(ii). in sub-section (2),— 
(a) in clause (5),— ; 
(1) їп sub-clause’ (i), for the words “thirty-seven thousand rupees”, the words “forty-two | 
thousand rupees” shall be. substituted; - uin i | 


(2) for sub-clause (ii), the following sub-clause shall be substituted, namely:— | 
“(ä) clause (b) or clause (c) of sub-section (1), his income from the said business or | 
Koranon during the relevant previous year.does not exceed forty-two thousand rupees; 
Гапа”; "a | 
(6) in clause (c), for the words “of retail trade or from the business of running the eating place | 
or from the business of operating, hiring or.leasing a goods carriage, a motor cab, a maxicab or 4 | 
_ three-wheeled motor vehicle or from the.vocation", the words, brackets, letters and figure “or | 
vocation referred to in clause (a), clause (b) or, as the case may be, clause (c) of sub-section (4)" shall 
be substituted. : 
(ii) in sub-section (4, — ` 
(a) in clause (a)— —. ав 


| 
| 
| 
| ты. тулыл | 

(I) in sub-clause (i) for the words “thirty-seven th z “forty-two 
_ thousand” shall be substituted; , _ wy ousand”, the words “forty | 
| 


(2) for sub-clause (i), the following sub-clause shall be Еа namely:— 


15 * (8$) where he is carrying. on the business or vocation referred.to in clause (0) or, as the 
case may Бе, clause (c) of that sub-section, his income during the relevant previous year! 
from such business or vocation does not exceed forty-two thousand rupees,"; | 
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(b) in clause (b), the proviso shall be omitted; 
(iv) sub-section (6) shall be omitted; 


(0) in the Explanation, in clause (а), the words “goods carriage”,’shall be omitted. . 


34. Amendment of section 115N. In section 1 “i i 
5 Е : . 15N of the Income-tax Act, the words “in respect of his- 
income from the business of retail trade or from the business of running an eating place or from the business 


of operating, hiring or leasing a goods carriage, a motor cab, a maxicab or a three-wheeled motor vehicle or 
from any vocation" shall be omitted with effect from the 1st day of April, 1995. 


35. Amendment of section 116. In section 116 of the Income-tax Act, after clause (с), the following 
clause shall be inserted with effect from the 1st day of June, 1994, namely:— i 


“(cc) Additional Directors of Income-tax or Additional Commissioners of Income-tax or 
Additional Commissioners of Income-tax (Appeals),". 


36. Amendment of section 139. In section 139 of the Income-tax Act, in sub-section (1), in the 


Explanation, in clause (a), for the figures, letters and words "31st day of December", the figures, letters and 
words “30th day of November” shall be substituted.'. 


97. Amendment of section 143. In section 143 of the Income-tax Act, in the Explanation, for the word 


and figures "section 264", the words and figures "sections 246 and 264" shall be substituted with effect from 
the Ist day of June, 1994. i 


. 38. Amendment of section 154. In section 154 of the Income-tax Act, in sub-section (2), the proviso 
shall be omitted with effect from the Ist day of June, 1994. 


39. Amendment of section 194C. In section 194C of the Income-tax Act, the Explanation occurring 
below sub-section (2) shall be renumbered as Explanation IT, and before Explanation II as so renumbered, the 
following Explanation shall be inserted, with effect from the 1st day of June, 1994, namely:— 


‘Explanation I.-For the purposes of sub-section (2), the expression “contractor” shall also include a 
contractor who is carrying out any work (including supply of labour for carrying out any work) in 
pursuance of a contract between the contractor and the Government of a foreign State or a foreign 
enterprise or any association or body established outside India.’ : 


40. праса of new section 194-1. After section 194H of the Income-tax Act, the following section 
shall be inserted with effect from the Ist day of June, 1994, namely:— 


“194-1. Rent. Any person, not being an individual or a Hindu undivided family, who is responsible 

for paying to any person any income by way of rent, shall, at the time of credit of such income to the 

_ account of the payee or at the time of payment thereof in cash or by the issue of a cheque or draft or by 
any other mode, whichever is earlier, deduct income-tax thereon at the rate of twenty per cent.: 


vided that no deduction shall be made under this section where the amount of such income or, 
as sie ease азу бене aggregate of the amounts of such income credited or paid or likely to be credited 
or paid during the financial year by the aforesaid person to the 'account of, or to, the payee, does not 
exceed one hundred and twenty thousand rupees. i ; 


: Explanation.—Yor the purposes of this section,— 


+) "nr" means any payment, by whatever name called, under any lease, sub-lease, tenancy 
or у ETT RESTE ЛЕ: for the use of any land or any building (including factory 


building), together with furniture, fittings and the land appurtenant thereto, whether or not such _ 


building is owned by the payee; 


(ii) where any income is credited to any account, whether called “Suspense account” or by any =: 


other name, in the books of account of the person liable to pay such income, such crediting shall be 


deemed to be credit of such income to the account of the payee and the provisions of this section 
shall apply accordingly.’. : М: 2655 
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41. Amendment of section 196A. In section 196A of the Income-tax Act, in sub-section (2), for the 
words “twenty-five per cent.", the words “twenty per cent." shall be substituted with effect from the 1st day of 
June, 1994. 

42. Amendment of section 197. In section 197 of the Income-tax Act, in sub-section (J), after the 
figures and letter “194D”, the figures and letter “,194-I” shall be inserted with effect from the Ist day of June, 
1994. 

43. Amendment of sections 198 to 200 and 202 to 205. In sections 198, 199, 200, 202, 203, 203A, 904 
and 205 of the Income-tax Act, after the word, figures and letter "section 194H,”, the word, figures and letter 
“section 194-I," shall be inserted with effect from the Ist day of June, 1994. 

44. Amendment of section 211. In section 211 of the Income-tax Act, for sub-section (1), the following 
sub-section shall be substituted, with effect from the Ist day of April, 1994, namely:— 

“(1) Advance tax on the current income calculated in the manner laid down in section 209 shall be 
payable by— 
(a) all the companies, who are liable to pay the same, in four instalments during each financial 
year and the due date of each instalment and the amount of such instalment shall be as specified in 
Table I below: 


TABLE I 
Due date of instalment Amount payable 
On or before the 15th June Not less than fifteen per cent. of such advance tax. 


On or before the 15th September Not less than forty-five per cent. of such advance tax, as reduced by 
the amount, if any, paid in the earlier instalment. 


On or before the 15th December Not less than seventy-five per cent. of such advance tax, as reduced 
by the amount or amounts, if any, paid in the earlier instalment or 
instalments. 


On or before the 15th March The whole amount of such advance tax as reduced by the amount or 
amounts, if any, paid in the earlier instalment or instalments. 


(b) all the assessees (other than companies) who are liable to pay the same, in three 
instalments during each financial year and the due date of each instalment and the amount of such 
instalment shall be as specified in Table II below: 


TABLE II 
Due date of instalment Amount payable 
On or before the 15th September. Not less than thirty per cent. of such advance tax. 


On or before the 15th December Not less than sixty per cent. of such advance tax, as reduced by the 
amount, if any, paid in the earlier instalment. 
On or before the 15th March The whole amount of such advance tax as reduced by the amount or 
7 amounts, if апу, paid in the earlier instalment ог instalments: 


Provided that any amount paid by way of advance tax on or before the 31st day of March shall 
also be treated as advance tax paid during the financial year ending on that day for all the 
purposes of this Act.". : A 


А 45. Amendment of section 234C. In section 234G of the ramentar Act, in sub-section. (1), for the 
portion beginning with the words “Where in any financial year” and ending with the words “as the case may 


be, sixty per cent. of the tax due on the returned income:", the following shall b i i 
Roa Aly o AP: 1995. canst g е substituted, with effect from 


“Where in any financial year — 


(а) the company which is liable to pay advance tax under section 208 has failed to pay such 
tax or— ; : 
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cent. per month for a period of three months on the amount of the shortfall from fifteen per 


cent. or forty-five per cent. or seventy-five per cent., as the case may be, of the tax due on the 
returned income; 


(i) the advance tax paid by the company on its current income оп or before the 15th day 
of March is less than the tax due on the returned income, then, the company shall be liable to 


pay simple interest at the rate of one and one-half per cent. on the amount of the shortfall from 
the tax due on the returned income: 


Provided that if the advance tax paid by the company on its current income on or before the 
15th day of June or the 15th day of September, is not less than twelve per cent. or, as the case may 


be, thirty-six per cent. of the tax due on the returned income, then, it shall not be liable to pay any 
interest on the amount of the shortfall on those dates; 


(b) the assessee, other than a company, who is liable to pay advance tax under section 208 has 
failed to pay such tax ог— 


(i) the advance tax paid by the assessee on his current income on or before the 15th day 
of September is less than thirty per cent. of the tax due on the returned income or the amount 
of such advance tax paid on or before the 15th day of December is less than sixty per cent. of 
the tax due on the returned income, then, the assessee shall be liable to pay simple interest at 
the rate of one and one-half per cent. per month for a period of three months on the amount 
of the shortfall from thirty per cent. or, as the case may be, sixty per cent. of the tax due on the 
returned income; : 


(8) the advance tax paid by the assessee on his current income on or before the 15th day 
of March is less than the tax due on the returned income, then, the assessee shall be liable to 


pay simple interest at the rate of one and one-half per cent. on the amount of the shortfall from 
“the tax due on the returned income:”. 


46. Amendment of section 246. In section 246 of the Income-tax Act, with effect from the 1st day of 
June, 1994,— 


(a) in sub-section (1), in clause (a), after the words “under this Act", the words, brackets, figures 
and letter “,or an intimation under sub-section (1) or sub-section (1B) of section 143, where the assessee 
objects to the making of adjustments," shall be inserted; 

(b) in sub-section (2), in clause (a), for the words, brackets and figure “an order specified in 
sub-section (1) where such order", the words, brackets and figure “an intimation or order specified in 
sub-section (1) where such intimation is sent or such order" shall be substituted. 


47. Amendment of section 269. In section 269 of the Income-tax Act, with effect from the Ist day of 
April, 1995,— У ^ 

(a) clause (iii) shall be omitted; . 

(b) in clause (vi) the word “Goa,” shall be omitted. 


48. Amendment of séction 273A. In section 273A of the Income-tax Act, after sub-section (6), the 
following sub-section shall be inserted, with effect from the Ist day of June, 1994, namely:— , 


49. Amendment of section 296. In section 296 of the Income-tax Act, after the words “every rule made _ E 
under this Act", the words, brackets, figures and letters “,the rules of procedure framed by the Settlement 
Commission under sub-section (7) of section 245F, the Authority for Advance Rulings under section 245V and 
the Appellate Tribunal under sub-section (5) of section 255" shall be inserted with effect from the Ist day of | | 
June; 1994. ot s АЕ С 

50. Consequential amendments. The following amendments (being consequential in nature) shall be madeintheIncometaxAct— 
д ion 44АВ, in the Explanation, in cla (ii), in sub-clause (a), forthe figures, letters and words “31st day of December", the - = 
ages агае and words “30th day of November” shall be substituted; noL; MES 
(b) in section 80CC, in sub-section (1),— 


Mud 
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(i) in clause (b), the word "or", occurring at the end, shall be omitted and shall be deemed to have been omitted with effect from 
the Ist day of April, 1978; Я 

(i) clause (с) shall be omitted and shall be deemed to have been omitted with effect from the Ist day of April, 1978; 
(c) in section 80CCA, in sub-section (1),— А [ 

(i) in clause (b), the word “or” occurring at the end, shall be omitted and shall be deemed to have been omitted with effect from 
the Ist day of April, 1988; 

(8) clause (c) shall be omitted and shall be deemed to have heen omitted with effect from the Ist day of April, 1988; 
(d) in section 80CCB, in sub-section (1),— 

(i) in clause (b), the word “or”, occurring at the end, shall be omitted and shall be dcemed to have been omitted with effect from 
the Ist day of April, 1991; ! 

(ii) clause (c) shall be omitted and shall be deemed to have been omitted with effect from the Ist day of April, 1991; 
(e) in section 80D, in sub-section (2), clause (c) shall Бе omitted and shall be deemed to have been omitted with effect from the Ist 

day of April, 1987; i 

(f in section 80L, in sub-section (1), — 

(i) in clause (b), the word "or", occurring at the end, shall be omitted and shall be deemed to have been omitted with effect from 
the Ist day of April, 1968; ; 

(ii) clause (c) shall be omiued and shall be deemed to have been omitted with effect from the Ist day of April, 1968; 
(g) in section 88, in sub-section (1),— : 

(i) іп clause (b), the word “or”, occurring at the cnd, shall be omitted and shall be deemed to have been omitted with effect from 
the Ist day of April, 1991; ; . 

(i) clause (c) shall be omitted and shall be deemed to have been omitted with effect from the 1st day of April, 1991; 
(h) in section 88А, in sub-section (1),— ae 

(i) in clause (D), the word "or^, occurring at the end, shall be omitted and shall be deemed to have been omitted with effect from 
the Ist day of April, 1991; i ; 

(i) clause (c) shall be omitted and shall be deemed to have been omitted with effect from the Ist day of April, 1991. 


WEALTH-TAX 


51. Amendment of section 2. In section 2 of the Wealth-tax Act, 1957 (hereinafter referred to as the 
Wealth tax Act),— Latius 


(i) in clause (ea), in the Explanation, in clause (b), for the words,"period of three years", the words 
“period of five years” shall be substituted with effect from the Ist day of April, 1995; 


(i) in clause (5), after the word “Director”,’, the words and brackets “Additional Director of 
Income-tax", "Additional Commissioner. of Income-tax”, "Additional, Commissioner of. Income 
(Appeals)", "Deputy Director”, shall be inserted with effect from the 1st day of June, 1994. 


52. Amendment of section 4, In section 4 of the Wealth-tax Act, in sub-section (J), in clause (а), in 
sub-clause (ij), after the words “not being”, the words, figures and letter "a minor child suffering from any 
disability of the nature specifled in section 80U of the Income-tax Act or” shall be inserted with effect from the 
Ist day of April, 1995. : E i 


E 53. Amendment of section 46. In section 46 of the Wealth-tax Act, in sub-section (4), after the words 

every rule made under this Act”, the words, brackets, figures and letter “and the rules of procedure framed by: 
Ет БОШ ДЕП, Commission under sub-section (7) of section 22F" shall be inserted with effect from the 1st day 
of June, . $ | 


| ooo GIFT-TAX. m 

54. Amendment of section 2. In section 9 of the Gift-tax Act, 1958 (hereinafter referred to as the 
нах Аа), Й (у айег Ше yard ""Director",; the words and ‘brackets “Additional Director of 
ncome-tax", itional Commissioner of Income-tax”, “Additional Commissioner of I - рреа]$)”, 
"Deputy Director”,’ shall be inserted with effect from the Ist day of June, 1994. au Dr inse THE ue 


55. Amendment of section 5. In section 5 of the Gift-tax Act, in sub-section (1), in clause! Vii, for the 
words dairy thousand", the words "one hundred thousand" shall be substituted with Ci from ds jt day of 
pru, . Я ri } , 
INTEREST-TAX 


"S eden XD RE of section 3 of Act 45 of 1974. In section 3 of the Interest-tax Act, 1974, in sub-section (3), with effect from the Ist: 


(3). after the words “Income-tax Officer”, the words “or Assistant Commissioner" shall be inserted; 
(ii). for the words “Director of Inspection”, the word "Director" shall be substituted; 


ga for Ше Дыр Жы танты Assistant Commissioner", the words “Additional Commissioner of Income-tax or the Deputy 
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EXPENDITURE -TAX 
In the Expenditure-tax Act, 1987 (hereinafter referred to as the Expenditure-tax Act), in section 4, in 
twenty per cent", the words “ten per cent”, shall be substituted with effect from the Ist day of June, 1994. 
58. Amendment of section 6. In the Expenditure-tax Act, in section 6, with effect from the Ist day of June, 1994,— 


() їп sub-section (1), for the words “Deputy Director”, the words “Additional Director of Income-tax, Additional Commissioner of 
Income-tax, Deputy Director” shall be substituted; 


(0) in sub-section (3), for the words “Deputy, Commissioner", th rds “Additional issi 
Cotumlaioner" shall be ALARE, puty. п е wo! itional Commissioner of Income-tax or Deputy 


“даа; 59. Amendment of section 17. In section 17 of the Expenditure-tax Act, in the proviso, for the words “Deputy Commissioner", the words 
Additional Commissioner or, as the case may be, of the Deputy Commissioner" shall be substituted with effect from the Ist day of June, 1994. 


CHAPTER IV : [Sections 60 to 63 RELATE TO INDIRECT TAXES (VIZ. CUSTOMS & EXCISE)] 
CHAPTER V : SERVICE TAX 


64. Extent, commencement and application. (1) This Chapter extends to the whole of India except the State of Jammu and Kashmir. 
(2) It shall come into force on such date as the Central Government may, by notification in the Official Gazette, appoint. 
(3) It shall apply to taxable services provided on or after the commencement of this Chapter. 

65. Definitions. In this Chapter, unless the context otherwise requires, — 


(1) "Appellate Tribunal" means the Customs, Excise and Gold (Control) Appellate Tribunal constituted under section 129 of the 
Customs Act, 1962; 4 


(2) "assessec" means a person responsible for collecting the service tax payable under ће provisions of this Chapter and includes his 
agent; 

(3) "Board" means the Central Board of Excise and Customs constituted under the Central Boards of Revenue Act, 1963; 

(4) "Central Excise Officer" has the meaning assigned to it in clause (5) of section 2 of the Central Excises and Salt Act, 1944; 


(5) "general insurance business" has the meaning assigned to it in clause (g) of section 3 of the General Insurance Business 
(Nationalisation) Act, 1972; 


(6) "insurer" means any person carrying on the general insurance business in India; 


(7) "person responsible for collecting the service tax" means a person who is required to collect service tax under this Chapter or is 
required to pay any other sum of moncy under this Chapter and includes every person in respect of whom any proceedings under this 
Chapter have been taken; 5 


(8) "policy-holder" has the meaning assigned to it in clause (2) of section 2 of the Insurance Act, 1938; 
(9) "prescribed" means prescribed by rules made under this Chapter; 
(10) "recognised stock exchange" has the meaning assigned to it in clause (f) of section 2 of the Securities Contracts (Regulation) Act, 


57. Amendment of section 4. 
clause (a), for the words " 


(11) "securities". has the meaning assigned to it in clause (В) of section 2 of the Securities Contracts (Regulation) Act, 1956; 
} 7 (12) "service tax" means tax chargeable under the provisions of this Chapter; : 
'(13)"stock broker" means а stock-broker who has either made an application for registration or is registered as а stock-broker in 
accordance with the rules and regulations made under the Securities and Exchange Board of India Act, 1992; 
(14)"sub-broker" means a sub-broker who has either made an application for registration or is registered as a sub-broker in 
` accordance with the rules and regulations made under the Securities and Exchange Board of India Act, 1992; 
(15) "subscriber" means a person to whom a telephone connection has been provided by the telegraph authority; 
(16) "taxable service" means any service provided— 
(a). to an investor, by a stock-broker in connection with the sale or purchase of securities listed in a recognised stock exchange; 
(b) to a subscriber, by the telegraph authority, in relation to a telephone connection; х 
(€) toa policy-holder, by an insurer carrying on general insurance business; in relation to general insurance business; 
(17) “telegraph authority” has the meaning assigned to it in clause (6) of section 3 of the Indian Telegraph Act, 1885; and includes a 
person who has;been granted a license under the first proviso to sub-section (1) of section 4 of that Act; ; it 
(18) words and expressions, used but not defined in this Chapter and defined in the Central Excises and Salt Act, 1944 or the rules 
made thereunder, shall apply, so far as may be, in relation to service tax as they apply in relation to duty of excise. ACT -i 
66. Charge of service tax. On and from the commencement of this Chapter, there shall be charged a tax (hereinafter referred to as 
service tax) at the rate of five per cent. of the value of the taxable services provided to any person by їһе ретзоп responsible for collecting the 
Service tax. cnt z | збан 
67. Valuation of taxable services for charging service tax. For the purposes of this Chapter, the value of taxable services, — ^ rs 
fa) in relation to service provided by a stock-broker, shall be the aggregate ofthe commission or brokerage charged by him on the sale 
or idus of scciritles front the investors and includes the commission or brokerage paid by the stock-broker to any sub-broker; (euo ME 
in relation to telephone connections provided to the subscribers, shall be the gross total amount (including adjustments made by — 
the OnT authority fom any deposits тр by the subscribers at the time of жррйсайога for telephone ct ons) received by the 
' telegraph authority from the subscribers. ? e MD eL ^ eiu 
© Explanalion.— For the removal of doubts, it is hereby declared that the value of taxable service in this clause shall ni 
initial deposits made by the subscribers at the time of applications for telephone connections; iiss : 
(c) їп relation to services of general insurance business provided to the policy-holders, shall be the total ar 
received by the insurer from the policy-holders. 
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68. Collection and recovery of service tax. (1) Every stock-broker, the telegraph authority or the insurer who is providing taxable 
services to any person shall collect the service tax at the rate specified in section 66. i : 
(2) The зегуїсе tax collected during any calendar month in accordance with the provisions of sub-section (1) shall be paid to the credit 
of the Central Government by the 15th of the month immediately following the said calendar month. 
(3) Any person, responsible for collecting the service tax, who fails to collect the tax in accordance with the provisions of sub-section 
(1) shall, notwithstanding such failure, be liable to pay the tax to the credit of the Central Government in accordance with the provisions 
of sub-section (2). 
I istration. (1) Every person responsible for collecting the service tax under this Chapter shall, within such time and manner and 
in Bir rc te may be i bed. 255 ап а for fecu ion under this Chapter to the Central Excise Officer 
(2) Ifa person responsible for collecting the service tax provides taxable services from more than one premises or offices, he shall 
make separate applications for registration in respect of cach such premises or office. | 
(3) The provisions of sub-section (1) or sub-section (2) shall not apply in such cases as the Central Government may, һу notification 
in the Official Gazette, specify and such notification may contain conditions which will regulate exemption from requirement for 
registration. 
(4) If the Central Excise Officer, to whom an application under sub-section (1) ог, sub-section (2) is made, is.satisfied that the 
application is in conformity with the provisions of this Chapter and the rules made thereunder, he shall register the applicant within thirty 
days of the receipt of such application and grant to him a certificate of registration in the prescribed form. 


(5) Every person who ceases to provide taxable service shall surrender his certificate of registration immediately to the Central 


Excise Officer. 

(6) The certificate of registration granted under sub-section (4) may, on the application of the person to whom it has been granted, 
be amended by the Central Excise Officer granting it if he is satisfied that by reason of change in the name or place of the applicant or 
for any other reason, the certificate of registration should be so amended. 


70. Person responsible for collecting service tax to furnish prescribed return. (1) Every person responsible for collecting the service 
tax shall furnish or cause to be furnished to the Central Excise Officer in the prescribed form and verified in the prescribed manner, a quarterly 


return, within fifteen days of the end of the preceding quarter, showing— 
(a) the aggregate of payments received in respect of the valuc of taxable services; 
(b) the amount of service tax collected; 
(c) the amount of service tax paid to the credit of the Central Government; and 
(4) such other particulars as may be prescribed. 
(2) In the case of any person who, in the opinion of the Central Excise Officer, is responsible for collecting service tax under this Chapter 
but who has not furnished a return under sub-section (1), the Central Excise Officer may, before the expiry of the quarter in which the return is 


to be furnished, issue a notice to such person and serve it upon him, requiring him to furnish within thirty days from the date of service of the 
notice the return in the prescribed form and verified in the prescribed manner setting forth the prescribed particulars. 


(3) Any person responsible for collecting the service tax who has not furnished the return within the time allowed under sub-section (4) 
or sub-section (2) or having furnished a return under sub-section (1) or sub-section (2) discovers any omission or wrong statement therein, may 
2 furnish a return or a revised return, as the case may be, at any time before the assessment is made. 


71. Assessment. (1) For the purposes of making an assessment under this Chapter, the Central Excise Officer may serve on any person, 
who has furnished a return under section 70 or upon whom a notice has been served under sub-section (2) of section 70 (whether a return has 
been furnished or not), a notice requiring him on a date therein to be specified, to produce or cause to be produced such accounts or documents 
or other evidence as the Central Excise Officer may require for the purposes of this Chapter and may, from time to time, serve further notices 
requiring the production of such further accounts or documents or other evidence as he may require. 


(2) The Central Excise Officer, after considering such accounts, documents or other evidence, if any, as he has obtained under sub-section 
(1) and after taking into account any relevant material which he has gathered, shall, by an order in writing, assess the value of taxable service and 
the amount of service tax payable on the basis of such assessment. 


72. Best judgment assessment. If— 


(a) any person fails to make the return required by any notice given under sub-section (2) of secti t 
or a revised return under sub-section (3) of mm е 0 oc. 3 та (оскон TO nd as ог задев ео 


(b) any person having made а return fails to comply with all the terms of a notice issued under sub-section (1) of section 71, or 
(с) the Central Excise Officer is not satisfied with the correctness or the completeness of the accounts of the assessee, 
the Central Excise Officer, after taking into account all the relevant material which he has gathered, shall, b ern void l 
1 ы; W ; , by'an order in writing, make the 
amen ӨГ eyak; of table service to thc best of his judgment and determine the sum payable by the assessee or refundable to the assessec 
73. Value of taxable services escaping assessment. If— 


(a) the Central Excise Officer has reason to believe that by reason of omission or failure on the part of the assess ke a return 
under section 70 for any quarter or to disclose wholly and truly all material facts necessary for hi осна thes f 
taxable service for that quarter has escaped assessment or ы been under-asscessed, ог Ж итсен ону pos Yee 


(5) notwithstanding that there has been no omission or failure as mentioned in clause (a) on the part l! 
; : $ 5 CE Mecca f the assessce, the Central | 
Excise Officer has, in consequence of information in his possession, reason to beli уурда. ; d i | 

| : e DE e on lieve that the value ofany taxable service assessable in any 1 


he may, in cases falling under clause (a), at any time within five years, and in cases falling under clause (b 1 ithin si from 
the date e ш гаш, cs on eange a notice containing all or any of the NA EEE * MEA 
sub-section (2) о on 70 and may proceed to assess or re-assess the value of taxab i isi i - 

'as may be, apply, as if the notice were a notice issued under that diem of taxable service, and the provisions of this Chapter shall, so far | 


____ 24. Rectification of mistake. (1) With a view to rectifying any mistake apparent from the record the i аззей | 
5 any order under the provisions of this Chapter may, within two ycars of the date p which such order was cepe Кие ОШ. who р | 
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(2) Where any matter has been considered and decided i i ea isi i Y 
sub-scction (1), the Central Excise Officer passing su cided in any proceeding by way of appeal or revision relating to an order referred to in 


ch order may, notwithstanding anything contained in any law for the time bein g in force, 
amend the order under that sub-section in relation to any URS than the Ae which has been so EE and decided. 


(3) Subject to the other provisions of this section, the Central Excise Officer concerned— 
(а) may make an amendment under sub-section (1) of his own motion; or 


(b) shall make such amendment if a 
Collector of Central Excise (Appeals). 


(4) An amendment, which has the effect of cnhancing an assessment or reducing a refund or otherwise increasing the liability of the 
assessce, shall not be made under this section unless the Central Excise Officer concerned has given notice to the assessec of his intention so to 
do and has allowed the assessee a reasonable opportunity of being heard. 


(5) Where an amendment is made under this section, an order shall be passed in writing by the Central Excise Officer concerned. 


. (6) Subject to the other provisions of this Chapter where any such amendment has the effect of reducing the assessment, the Central 
Excise Officer shall make any refund which may be due to such assessee. 


(7) Where any such amendment has the effect of enhancing the assessment or reducing the refund already made, the Central Excise 
Officer shall make an order specifying the sum payable by the assessec and the provisions of this Chapter shall apply accordingly. 


ny mistake is brought to his notice by the assessee or the Collector of Central Excise or the 


75. Interest on delayed payment of service tax. Every person responsible for collecting service tax and paying it to the credit of the 
Central Government in accordance with the provisions of section 68, who fails to credit the tax or any part thereof to the account of the Central 


Government within the period specified in that section, shall pay simple interest at the rate of one and one-half per cent. for every month or part 
of a month by which such crediting of the tax or any part thereof is delayed. 


76. Penalty for failure to collect or pay service tax. Any person responsible for collecting service tax in accordance with the provisions 
of sub-section (1) of section 68, who— 


(a) fails to collect such tax; or 


(b) having collected the service tax, fails to pay such tax to the credit of the Central Government in accordance with the provisions 
of sub-section (2) of that section, 


shall pay,— 


(i). in the case referred to in clause (a), in addition to paying the tax in accordance with the provisions of sub-section (3) of that 


section and interest in accordance with the provisions of section 75, by way of penalty, a sum equal to the amount of service tax that he 
failed to collect; and 


(ii) in the case referred to in clause (6), in addition to paying the tax in accordance with the provisions of sub-section (2) of that 
section and interest in accordance with the provisions of section 75, by way of penalty, a sum which shall not be less than one hundred 
rupees but which may extend to two hundred rupees for every day during which the failure continues, so, however, that the penalty under 
this clause shall not exceed the amount of service tax that he failed to pay. 


77. Penalty for failure to furnish prescribed return. Ifa person fails to furnish in due time the return which he is required to furnish 
under sub-section (1) of section 70 or by notice given under sub-section (2) of that section, he shall pay, by way of penalty, a sum which shall not 
be less than one hundred rupees, but which may extend to two hundred rupees for every day during which the failure continues. 


78. Penalty for suppressing value of taxable service. If the Central Excise Officer in the course of any proceedings under this Chapter 
is satisfied that any person has, with intent to evade payment of service tax, suppressed or concealed the value of taxable service or has furnished 
inaccurate value of such taxable service, he may direct that such person shall pay by way of penalty, in addition to service tax and interest, if any, 
payable by him, a sum which shall not be less than, but which shall not exceed twice, the amount of service tax sought to be evaded by reason of 
suppression or concealment of the valuc of taxable service or the furnishing of inaccurate value of such taxable service: 


Provided that if the value of taxable service (as determined by the Central Excise Officer on assessment) in respect of which value has been 
suppressed or concealed or inaccurate value has been furnished exceeds a sum of twenty-five thousand rupecs, the Central Excise Officer shall 
not issue any direction for payment by way of penalty without the previous approval of the Collector of Central Excise. 


79. Penalty for failure to comply with notice. If the Central Excise Officer in the course of any proceedings under this Chapter is 
satisfied that any person has failed to comply with a notice under sub-section (1) of section 71, he may direct that such person shall pay, by way 
of penalty, in addition to any service tax and interest, if any, payable by him, a sum which shall not be less than ten per cent. but which shall not 
excced fifty per cent. of the amount of tlie service tax, if any, which would have been avoided if the value of taxable service stated in the return 


by such person had been accepted as tlie correct value of taxable service. 


H = з, D H Li H = с: е ^ D = 17. section 
80. Penalty not to be imposed in certain cases. Notwithstanding anything contained in the provisions of section 76, section 77, sect 
78 or section 79, dm penalty shall he imposable on the assessee for any failure referred to in. the said provisions if the assessee proves that there 
was reasonable cause for the said failure. «t 


. Off b es. (1) Where an offence under this Chapter has been committed by a company, every person who at time 
the ‚йере vos ойша ied sed in кар of, and was responsible to, the company for the conduct of the business of the company, as well as the 
company, shall be deemed to Бе guilty of the offence and shall be liable to be proceeded against and punished accordingly: À re 


Е Е E i i à vided in this Chapter ithe 
Provided that nothing contained in this sub-section shall render any such person liable to any punishment provi Chapter if he 
proves ibat the office wae conan without his knowledge and that he had exercised all due diligence to prevent the commission SE sug 
offence 5 bra 24 › un Ee ee 

i i hing contained in sub-section (1), where an offence under this Chapter has been committed by a company and — 
itis reer Garin ES Ес Оше with the consent or connivance of, or is attributable to any;neglect on the part of, any director _ 


manager, secretary or other officer of the company, such director, manager, secretary or other officer shall also be deemed to Beg uilty оа a 


offence and shall be liable to be proceeded against and punished accordingly. 
Explanation.—For the purposes of this section — = І РЕЙ ысы api itio ii д 

(a) “company” means any body corporate and includes a firm or other association of individuals; and = ja; У 
(b) "director" in relation to a firm means a partner in the firm. Sd ag Modus ss 
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tral Excise Officer has reason to believe that any documents or books or things which in 


i he Cen 
82. Power to search premises. (1) If the n any place, he may authorise any other Central 


his opinion will be uscful for or relevant to any proceeding under this Chapter are secreted ii 
Excise Officer to search or may himself search for such documents or books or things. 


(2) The provisions of the Code of Criminal Procedure, 1973, relating to searches, shall, so faras may be, apply to searches under this 
section as they apply to searches under that Code. í 


rovisions of Act 1 of 1944. The provisions of the following scctions of the Central Excises and Salt Act, 


85. Application осер as they apply in relation to a duty of excise:— 


1944, as in force from time to time, shall apply, so far as may be, in relation to service tax 
9C, 9D, 11, 11B, 12B, 12C, 12D, 12E, 14, 15, 35F to 35-O (both inclusive), 350, 36, 36A, 36B, 87А, 37B, 37C, 37D and 40. 


84. Revision of orders by the Collector of Central Excise. (1) The Collector of Central Excise may call for the record of a proceeding 
under this Chapter which has been taken by the Central Excise Officer subordinate to him and may make such inquiry or cause such inquiry to 
be made and, subject to the provisions of this Chapter, pass such order thereon as he thinks fit. 

(2) No order which is prejudicial to the assessee shall be passed under this section unless the assessee has been given an opportunity of 
being heard. 

(3) The Collector of Central Excise shall communicate the order passed by him under sub-section (4) to the assessce, the Central Excise 
Officer and the Board. 

(4) No order under this section shall be passed by the Collector of Central Excise in respect of any issuc if an appeal against such issue 
is pending before the Collector of Central Excise (Appeals). 

(5) No order under this section shall be passed after the expiry of two years from the date on which the order sought to be revised has 
been passed. 

85. Appcals to the Collector of Central Excise (Appeals). (1) Any person aggrieved by any assessment order passed by the Central 
Excise Officer under section 71, section 72 or section 73, or denying his liability to be assessed under this Chapter, or by an order levying 
interest or penalty under this Chapter, may appeal to the Collector of Central Excise (Appeals). 

(2) Every appeal shall be in the prescribed form and shall be verified in the prescribed manner. 

(3) An appeal shall be presented within three months from the date of reccipt of the decision or order of the Central Excise Officer, 
relating to service tax, interest or penalty under this Chapter: 

Provided that the Collector of Central Excise (Appeals) may, if he is satisfied that the appellant was prevented by sufficient cause from 
presenting the appeal within the aforesaid period of three months, allow it'to be presented within a further period of three months. 


(4) The Collector of Central Excise (Appeals) shall hear and determine the appeal and, subject to the provisions of this Chapter, pass 
such orders as he thinks fit and such orders may include an order enhancing the service tax, interest or penalty: 


Provided that an order enhancing the service tax, interest or penalty shall not be made unless the person affected thereby has been given 
a reasonable opportunity of showing cause against such enhancement. 


(5) Subject to the provisions of this Chapter, in hearing the appeals and making orders under this section, the Collector of Central Excise 
(Appeals) shall exercise the same powers and follow the same procedure as he exercises and follows in hearing the appeals and making orders 
under the Central Excises and Salt Act, 1944. : è 


86. Appeals to Appellate Tribunal. (1) Any assessee aggrieved by an order passed by a Collector of Central Excisc under section 84, or 
an order passed by a Collector of Central Excise (Appeals) under section 85, may appeal to the Appellate "Iribunal against such order. 


_ (2) The Board may, if it objects to any order passed by the Collector of Central Excise under section 84, or the Collector of Central | 
Excise may, if he objects to any order passed by the Collector of Central Excise (Appeals) under section 85, direct the Central Excise Officer to | 


appeal to the Appellate Tribunal against the order. 


(3) Every appeal under sub-section (1) or sub-section (2) shall be filed within three months of the date on which the order sought to be | 


appealed against is received by the assessec, the Board or by the Collector of Central Excise, as the сазе may be. 
(4) The Central Excise Officer or the assessee, as the case may be, on receipt of a notice that an appeal against the order of the Collector 


of Central Excise or the Collector of Central Excise (Appeals) has been preferred under sub-section (1) or sub-section (2) by the other party may, | 


notwithstanding that he may not have appealed against such order or any part thereof; within forty-five days of the reccipt of the notice, file a 


memorandum of cross-objections, verified in the prescribed manner, against any part of the order of the Collector of Central Excise or the | 


Collector of Central Excise (Appeals), and such memorandum shall be disposed of by th i ifi 
Gita the tine specified tn Saar: isp of by the Appellate Tribunal as if it were an appeal presented 


(5) The Appellate Tribunal may admit an appeal or permit the filing of a memorandum of cross-objections after the expiry of the relevant ` 


period referred to in sub-section (3) or sub-section (4) if it is satisfied that there was sufficient cause for not presenting it within that period. 


(6) An appeal to the Appellate Tribunal shall he in the prescribed form and shall be verified in the : 
i case erred to i i КЫҢ prescribed manner and shall, excep 
Е a tien to in sub-section (2) or a memorandum of cross-objections referred to in sub-section (4), be accompanied by а 


(7) Subject to the provisions of this Chapter, in hearing the appeals and making orders under this secti ibunal shall 
erc ine anei paten and follow the same procedure as it exercises and follows in hearing the appeals X Exe am) к үкү ЛА 
Excises and Sal L, E 


87. Wilful attempt to evade service tax, etc. If a person wilfully ешр ап i of 
7 1 1 i y manner whatsoever to evad ment 
Buse ae nae FI penalty аам ог impodsble йч this зене or to suppress or conceal the eal Salas peu P een he 
А prejudice to any penalty that may be imposable on him und isi i i i 
“imprisonment for a term which may extend to p OUT with ms teri pes санана ш ошен bei puntenable ae 


__ Explanation.—For the purposes of this section, a wilful attempt to evad 1 i 
imposable under this Chapter shall include a case where any PR rud о evade payment of any service tax, interest or penalty chargeable 07 


(i) has in his possession or control any books of account or other documents (being books ui ther 
proceeding under this Chapter) containing a false entry or statement; or (being books of account or other documents relevant to any 


(ii) makes or causes to be made any false entry or statement in such books : 
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(iii) wilfully omits or causes to be omitted any relevant entry or statement in such books of account or other docments; or 


(iv) causes any other circumstances to exist which will have th i 
service tax, interest or penalty chargeable or imposable under this Chaps aed Ee c o. 


88. Failure to furnish prescribed returns. Ifa person fails to furnish the return which he is required to furnish by a notice given under 


sub-section (2) of section 70, he shall, without prejudice to any penalty tha i i isi i 
be punishable with imprisonment for a term which may чеш te ER куне wih fines on Mim mmider'any otec TERR 


89. False statement in verification, etc. If a person makes a statement in ап ificati ї 

t ti mad 
thereunder, or delivers an account or statement, which is false, and which he either лон be БЫК Н B ee as elici usd toc 
һе shall be punishable with imprisonment for a term which may extend to three years and with fine. à 


90. Abctment of false return, etc. If a person abets or induces in any manner another person to make and deliver an Боне ога 
statement or declaration relating to any taxable service which is false and which he either knows to be false or does not believe to be true or to 
commit an offence under section 87, he shall be punishable with imprisonment for a term which may extend to seven years and with fine. : 


‚91. Certain offences to be non-cognizable. Notwithstanding anything contained in the Code of Criminal Procedure 1973, an offence 
punishable under section 87 or section 88 or section 89 or section 90 shall be'deemed to be non-cognizable within the meaning of that code. 


. 92. Institution of proceedings. A person shall not be proceeded against for any offence under section 87 or section 88 or scction 89 or 
section 90 except with the previous sanction of the Principal Collector of Central Excise. ` 


( 93. Power to grant exemption from service tax. The Central Government may, if it is satisfied that it is necessary so to do in the public 
interest, by notification in the Official Gazette, exempt generally or subject to such conditions as may be specified in the notification, taxable 
service of any specified description from the whole or any part of service tax lcviable thereon. 


94. Power ‘to make rules. (1) The Central Government may, by notification in the Official Gazette, make rules for carrying out the 
provisions of this Chapter. 


(2) In particular, and without prejudice to the generality of the foregoing power, such rules may provide for all or any of the following 
matters, namely:— 
(a) the time and manner and the form in which application for registration may be made under sub-section (1) of section 69 and the 
form in which the certificate of registration may be granted under sub-scction (4) of section 69; 
@) the form in which returns under section 70 may be furnished, the manner in which they may be verified and other particulars 
which a form may contain; 
(c) the form in which appeal under section 85 or under sub-section (6) of section 86 may be filed and the manner in which they may 
be verified; 
(d) the manner in which a memorandum of cross-objections under sub-section (4) of section 86 may be verified; 
(с) any other matter which by this Chapter is to be or may be prescribed. 
(3) The power to make rules conferred by this section shall on the first occasion of the exercise thereof include the power to give 
retrospective effect to the rules or any of them from a date not earlier than the date on which the provisions of this Chapter come into force. 
(4) Every rule made under this Chapter and every notification issued under section 93 shall be laid, as soon as may be after it is made or 


issued, before each House of Parliament, while it is in session for a total period of thirty days which may be comprised in one session or in two 
or more successive sessions, and if, before the expiry of the session immediately following the session or the successive sessions aforesaid, both 
Houses agree in making any modification in the rule or notification or both Houses agree that the rule should not be made or the notification 
should not be issued, the rule or notification shall thereafter have effect only in such modified form or be of no effect, as the case may be; so, 
however, that any such modification or annulment shall be without prejudice to the validity of anything previously done under that rule or 
notification. 
| 95. Power to remove difficulties. (1) If any difficulty arises in giving effect to the provisions of this Chapter, the Central Government 

may, by order published in the Official Gazette, not inconsistent with the provisions of this Chapter, remove the difficulty: 

Provided that no such order shall be made after the expiry of a period of two years from the date on which the provisions of this Chapter 
come into force. z 

(2) Every order made under this section shall be laid, as soon as may, be after it is made, before cach House of Parliament. 


96. Consequential amendment. In the Economic Offences (Inapplicability of Limitation) Act, 1974; in the Schedule, after entry 7 
relating to the Central Excises and Salt Act, 1944, the following entry shall be inserted, namely:— ; í st 
«ТА Chapter V of the Finance Act, 1994.". : i 


CHAPTERS VI & УП : [Section 97 RELATE TO FOREIGN TRAVEL TAX & 
Section 98 RELATE TO INLAND AIR TRAVEL TAX] 


CHAPTER VIII : MISCELLANEOUS 


99. Amendment of Act 2 of 1899. In the Indian Stamp Act, 1899,— А i ELVIS 
(i) in section 9, in sub-section (1 ) in clause (b), after the words “or other body corporate", the words and brackets “or of transfers 
(where there is a single transferee, whether incorporated or not)” shall be inserted; 
(ii) in Schedule I;— i ji Igh Ў Y 
(a) in article No, 14, in the second column, for the words “One rupee”, the words "Two rupees shall be 
(b) іп article No. 53,— : 39 — 2 
(1) inthe first column, for the words “twenty rupees”, the words “five hundred rupees shall авиа e. 
(2) inthe secans fglumn, for the words “Twenty paise“, the words "One rupec" shall be substituted. icta 
-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri CERES 


PE re emo л: 


і wu 


№ >} 


FINANCE АСТ 26 
1994 


THE FIRST SCHEDULE 
(See section 2) 
PART I 
INCOME-TAX 
Paragraph A 
Sub-Paragraph 1 
In the case of every individual or Hindu undivided family or association of persons or body of 


individuals, whether incorporated or not, or every artificial juridical person referred to in sub-clause (vit) of | 
clause (31) of section 2 of the Income-tax Act, not being a case to which Sub-Paragraph II of this Paragraph or 


any other Paragraph of this Part applies,— 
Rates of income-tax 


(1) where the total income does not exceed Rs. 30,000 Nil; 
(2) where the total income exceeds Rs. 30,000 but 20 per cent. of the amount by which the total 


does not exceed Rs. 50,000 income exceeds Rs. 30,000; 
(3) where the total income exceeds Rs. 50,000 but Rs. 4,000 plus 30 per cent. of the amount by 
does not exceed Rs. 1,00,000 which the total income exceeds Rs. 50,000; 
(4) where the total income exceeds Rs. 1,00,000 . Rs. 19,000 plus 40 per cent. of the amount by 


which the total income exceeds Rs. 1,00,000. 
Surcharge on income-tax 


The amount of income-tax computed in accordance with the preceding provisions of this Sub- | 


Paragraph or section 112 shall, — 


(i) in the case of every individual or Hindu undivided family having a total income exceeding one | 
hundred thousand rupees, be reduced by the amount of rebate of income-tax calculated under Chapter 


VIII-A, and the income tax as so reduced, 
(5) in the case of every person, other than those mentioned in item (i) having a total income 
exceeding one hundred thousand rupees, 


be increased by a surcharge for purposes of the Union calculated at the rate of twelve per cent. of such income-tax: i 


Provided that no such surcharge shall be payable by a non-resident. 


Sub-Paragraph II 
In the case of every Hindu undivided family which at any time during the previous year has at least one 
member whose total income of the previous year relevant to the assessment year commencing on the 1st day of 
April, 1994 exceeds Rs. 30,000, — 
. Rates of income-tax 
(1) where the total income does not exceed Rs. 18,000 Nil; 
(2) where the total income exceeds Rs.18,000 but 30 per cent. of the amount by which the total 
does not exceed Rs. 1,00,000 income exceeds Rs. 18,000; 
(3) where the total income exceeds Rs.1,00,000 Rs. 24,600 plus 40 per cent. of the amount by 
which the total income exceeds Rs. 1,00,000. 
c Surcharge on income-tax 
e amount of income-tax computed in accordance with the precedi isi is Sub- 
Paragraph or section 112 shall, in the a of every person having a total ich сей О ПАА 
thousand rupees, be reduced by the amount of rebate of income-tax calculated under Chapter УШ-А and the 


income-tax as so reduced, be increased by a surcharge for purposes of the Union calculated at the rate of 


twelve per cent. of such income-tax: 
Provided that no such surcharge shall be payable by a non-resident. 
Paragraph B 
In the case of every co-operative society. — 
Rates of income-tax TET 

(1) where the total income does not exceed Rs. 10,000 10 per cent. of the total income; 
(2) where the total income exceeds Rs. 10,000 but Rs. 1,000 plus 20 per cent. of the amount by 

does not exceed Rs. 20,000 which the total income exceeds Rs.10,000; 
(3) where the total income exceeds Rs. 20,000 Rs. 3,000 plus 35 per cent. of the amount by 


which the total income exceeds Rs.20,000. 
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s Surcharge on income-tax 
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph or 


section 112 shall, in the case of every person having a total income exceeding one hundred thousand rupees, 
be increased by a surcharge for purposes of the Union calculated at the rate of twelve per cent. of such income-tax. 


= Paragraph С 
In the case of every firm,— 


Rate of income-tax 
On the whole of the total income 40 per cent. 


Surcharge on income-tax. 
The amount of income-tax computed at the rate hereinbefore specified or in section 112 shall, in the 


case of every firm having a total income exceeding one hundred thousand rupees, be increased by a surcharge 
for purposes of the Union calculated at the rate of twelve per cent. of such income-tax. 


Paragraph D 
In the case of every local authority,— 
Rate of income-tax 
On the whole of the total income 30 per cent. 


Surcharge on income-tax 
The amount of income-tax computed at the rate hereinbefore specified or in section 112 shall, in the 
case of every person having a total income exceeding one hundred thousand rupees, be increased by a 
surcharge for purposes of the Union calculated at the rate of twelve per cent. of such income-tax. 


Paragraph E 
In the case of a company,— 
Rates of income-tax 
I. In the case of a domestic company,— : 
(1) where the company is a company in which the public are 45 per cent. of the total income; 
substantially interested i 
(2) where the company is not a company in which the public 50 per cent. of the total income. 
are substantially interested A 
II. In the case of a company other than a domestic company,— 
я (i) оп зо much of the total income as consists of— 
| (a) royalties received from Government or an Indian 
| concern in pursuance of an agreement made by it with the 
| go Government or the Indian concern after the 31st day of 
March, 1961 but before the Ist day of April, 1976, or 


| (b) fees for rendering technical services received from 

l Government or an Indian concern in pursuance of an 

| agreement, made by it with the Government or the Indian 
concern after the 29th day of February, 1964 but before the 
lst day of April, 1976, 


and where such agreement has, in either case, been approved by 50 per cent; 
the Central Government 


(ii) on the balance, if any, of the total income -65 per cent. LEES = : 


Surcharge on income-tax 9 I os 
The amount of income-tax computed in accordance with the provisions of this Paragraph or section 


shall, in the case of every domestic company having a total income exceeding seventy-five thousand rupees, 


mL 
H 


- Increased by a surcharge calculated at the rate of fifteen per cent. of such income-tax. —— 


45 


| 
| 
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PART II 
RATES FOR DEDUCTION OF TAX AT SOURCE IN CERTAIN CASES 
In every case in which under the provisions of sections 193, 194, 194A, 194B, 194BB, 194D and 195 of 
the Income-tax Act, tax is to be deducted at the rates in force, deduction shall be made from the income 
subject to deduction at the following rates:— ‹ 
Rate of income-tax 


1. In the case of a person other than a company— 


(a) where the person is resident in India— 
(i) on income by way of interest other than "Interest on t 10 per cent.; 


securities" \ 
(ii) on income by way of winnings from lotteries and cross- T 40 per cent.; 
word puzzles 
(iii) on income by way of winnings from horse races .. 140 per cent.; 
(iv) on income by way of insurance commission уа T 10 per cent.; 
(v) on income by.way of interest payable on— « t 10 per cent.; 


(А) any security of the Cental or a State Government; 
(B) any debentures or other securities for money 
issued by or on behalf of any local authority or a 
corporation established by a Central, State or 
Provincial Act; 
(C) any debentures issued by a company where such 
debentures are listed on a recognised stock 
exchange in India in accordance with the 
Securities Contracts (Regulation) Act, 1956 and 
any rules made thereunder; : 03 X65 
(vi) on any other income: : 20 per cent.; 
(b) where the person is not resident in India— ' 
(i) Yn the case of а non-resident Indian— | 
(A) on investment income and long-term capital gains 20 per cent.; 
(B) on income by way of dividends and interest pay- 20 per cent.; 
able by Government or an Indian concern on 
moneys borrowed or debt incurred by 
Government or the Indian concern in foreign 
currency Пе vance 


(C) on income by way of winnings from lotteries and `“ 40 per cent.; 
crossword puzzles ; ! i 


(D) on income by way of winnings from horse race: 40 per-cent.; 
(E) on the whole of other income income-tax at 30 per cent. of the | 
` amount of income 
ог 


_income-tax їп respect of Ше 
income at the rates prescribed in | 
| Sub-Paragraph 1 оГ PargraphA 
3 of PartIII of this Schedule, if. 
: such income had been the total. 
income, 
| = whichever is hi 
(i) in the case of any other person— n pi 
(A) on income by way of dividends, interest payable — 20 per cent; 
by Government or an Indian concern on moneys 
borrowed or debt incurred by Government or the 
Indian concern in foreign currency, and income 
payable in respect of units (not being income 
payable to an individual), purchased їп foreign 
Sits = = . currency, of the Unit Trust of India 


t Theamount of income-tax deducted is not to be increased bya surcharge on such income-tax. 
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(B) on income by way of winnings from lotteries and 
crossword puzzles ' 

(С) оп income by way of winnings from horse races 

(D) on income by way of long-term capital gains... 

(E) on the whole of the other income 


2. In the case of a company— 
(a) where the company is a domestic company— 


(b) 


——— 


* The amount of income-tax deducted is to be increas 


(8) 


on income by way of interest other than "Interest on 
securities" 


(ii) оп income by way of winnings from lotteries and cross- 


word puzzles 


(iii) on income by way of winnings from horse races 
(iv) on any other income 


where the company is not a domestic company— 


0) 
@) 


(їй) 
(iv) 


(0) 


(vi) 


on income by way of dividends payable by any domestic 
company 

on income by way of winnings from lotteries and cross- 
word .puzzles i ? 

on income by way of winnings from horse races 

on income by way of interest payable by Government 
or an Indian concern on moneys borrowed or debt 
incurred by Government or the Indian concern їп 
foreign currency : s 

on income by way of royalty payable by Government 


ог an Indian concern in pursuance of an agreement ' 
made by it with the Government or the Indian ` 


concern after the 3151 day of March, 1976, where 
such royalty is in consideration for the transfer of all 
or any rights (including the granting of a licence) in 
respect of copyright in any book on a subject referred 
to in the first proviso to sub-section (14) of section 
115A of the Income-tax Act, to the Indian concern, or 
in respect of any computer software referred to in the 
second proviso to sub-section (JA) of section 115A of 
the Income-tax Act, to a person resident in India 


on income by way of royalty [not being royalty of - 
the nature referred to in sub-item (b)(v)] payable by 2“ 


Government or an Indian concern in pursuance of an 
agreement made by it with the Government or the 
Indian concern and where such agreement is with an 
Indian concern, the agreement is approved by the 
Central Government or where it relates to a matter 
included in the industrial policy, for the time being in 
force, of the Government of India, the agreement, is 
їп accordance with that policy— 

` (А) where the agreement is made after the 31st day of 

March, 1961 but before the Ist day of April, 1976 


(B) where the agreement is made after the 31st day of 


March, 1976. 


ed by a surcharge at the rate 15% of such income-tax. 
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Rate of income-tax 
40 per cent.; 


‚ 40 per cent.; 


20 percent; . ~ 

income-tax а: 30:рег cent. of the 
amount of income 

or 

income-tax im respect of the 
income at the rates prescribed 
in Sub-Paragraph 1 of Paragraph 
A of Part III of this Schedule, if 
such income had been the total 
income, 

whichever is higher; 


* 20 per cent.; 


+ * 40 per cent; 


* 40 per cent.; 
* 21.5 per cent.; 


20 per cent; ' 
40 per cent.; 


г, 40 per cent.; 
20 per cent.; 


30 per cent; 


бй! 


50 per cent.; 
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(vii)on income by way of fees for technical services 

payable by Government or an Indian concern- in 

pursuance of an agreement made by it with the 

Government or the Indian concern and where such 

agreement is with an Indian concern, the agreement 

is approved by the Central Government or where it 

relates to a matter included in the industrial policy, 

for the time being in force, of the Government of 

India, the agreement is in accordance with that 

policy— 

(A) where the agreement is made after the 29th day of 50 per cent; 
February, 1964 but before the 1st day of April, 1976 

(B) where the agreement is made after the 31st day of 30 per cent; 
March, 1976 


(viti)on income payable in respect of units, purchased in 20 per cent.; 
foreign currency, of the Unit Trust of India 


(ix) on income by way of long-term capital gains 20 per cent.; 
(x) on any other income 55 per cent. 


lanation.— For the purpose of item 1 (b) (i) of this Part, “investment income” and “non-resident | | 
Indian" shall have the meanings assigned to them in Chapter XII-A of the Income-tax Act. 


Surcharge on income-tax 


The amount of income-tax deducted in accordance with the provisions of sub-item (a) of item 2 of this | 
Part shall be increased by a surcharge, calculated at the rate of fifteen per cent. of such income-tax. | 


PART Ш. 


RATES FOR CALCULATING OR CHARGING INCOME-TAX IN CERTAIN CASES, DEDUCTING 
ІМСОМЕТАХ FROM INCOME CHARGEABLE UNDER THE HEAD "SALARIES" T 
AND COMPUTING “ADVANCE TAX” А | 


In cases in which income-tax has to be calculated under the first proviso to sub-section (5) of section | 
132 of the Income-tax Act or charged under sub-section (4) of section 172 or sub-section (2) of section 174 or | 
section 175 or sub-section (2) of section 176 of the said Act or deducted under section 192 of the said Act from | 
income chargeable under the head “Salaries” or in which the “advance tax” payable under Chapter XVII-C of © 
the said Act has to be computed at the rate or rates in force, such income-tax or, as the case may be, “advance 
tax” [not being “advance tax” in respect of any income chargeable to tax under Chapter XII or Chapter XII-A | 
or sub-section (14). of section 161 or section 164 or section 164A or section 167B of the Income-tax Act at Ше | 
rates as specified in that Chapter or section or surcharge on such “advance tax” in respect of any income | 
een. to tax under section 115В], shall be calculated, charged, deducted or computed at the following | 

S:— 5 


Paragraph А 
Т "Sub-Paragraph I | 
. . _ Im the case of every individual or Hindu undivided family or association of body of 
individuals, whether incorporated or not, or every artificial juridical person referred to B КЫ] (00) of 


clause (21) of section 2 of the Income-tax Act, not bein to whi d : 
any other Paragraph of this Part applies,— ing a case to which Sub-Paragraph II of this Paragraph ОГ 


Rates of income-tax | 
(1) where the total income does not exceed Rs. 35,000 Nil; | 
(2) where the total income exceeds Rs. 35,000 but does . 90 : i | 
. 35, per cent. of the amount by which the | 
e zi exceed Rs. 60,000 і total income exceeds Rs. 35,000; 
where the total income exceeds Rs. 60,000 but does Rs. 5,000 plus 30 | 
‚ ‚5, ег cent. of the amount | 
not exceed Rs. 1,20,000 by which the total “income exceeds | 
Rs. 60,000; 
(4) where the toal income exceeds Rs. 1,20,000 Rs. 23,000 plus 40 per cent. of the | 


amount by which the total income 
exceeds Rs. 1,20,000. j 
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Sub-Paragraph IT 
PEE сне of, еуегу Hindy undivided family which at any time during the previous year has at least опе 
income of the previou l 
April, 1995 exceeds Rs, $8,000 р s year relevant to the assessment year commencing on the Ist day of 


Rates of income-tax 
(1) where the total income anes not exceed Rs.18,000 Nil; 
(2) where the total income exceeds Rs. 18, 000 but d 3 
Meal c e oes 0 per cent. of the amount by which the 


total income exceeds Rs. 18,000; 


Rs. 24,600 plus 40 per cent. of the amount - 
by which the toal income exceeds 
Rs. 1,00,000. 


(3) where the total income exceeds Rs. 1,00,000 


; Paragraph В 
In the case of every co-operative society,— 


| Rates of income-tax 
| a) where ihe total income does not exceed Rs. 10,000 


(2) -where the total income exceeds Rs. 10,000 but does 
not exceed Rs. 20,000 


10 per cént: of the total income; 


Rs. 1,000 plus 20 per cent. of the amount 
by which the total income exceeds 


Rs. 10,000; 
(3) where the total income exceeds Rs. 20,000 ' Rs. 3,000 plus 35 per cent. of the amount 
uf which the total income exceeds 
Rs. 20,000. 
Paragraph C 
In the case of every firm,— Кү 
Rate of income-tax 
On the whole of the total income 40 per cent. 
s Paragraph D 
|' In the case of every local authority, — { 
| Rate of income-tax 
On the whole of the total income 30 per cent. 
| Paragraph E 
‚ Inthe case of a company— - 
„Rates of income-tax i : 
I. Inthecase of a domestic company 40 percent. of the total income; _ 2 


П. In the case of a company other than a domestic company — 
| ` (i) on-so much of the total income as consists of —: 
| @) royalties. received from Government or an DAT SHY 
Indian concern in pursuance of an agreement made Ў toss 
by it with the Government or the Indian concern y 
after the 31st day of March, 1961 ‘but before the Ist ` 
day of April, 1976 or i T Б 
(b) fees for rendering technical services received ~ A SS xu Qo 
ʻi from Government or an Indian concern’ in deme Pere prt. 
pursuance of an agreement made by it with the PS eee AE 
Government or the Indian concern after the 29th 


day of February, 1964 but before the Ist day of April, 
1976, 


| and where such agreement has, in either case, been: 50 per cent; 
1 
| 
{ 


approved, by the Central Government 5$ hive oe ome ri xj E 
| о i on the balance; if any, of the total income |. 55 percent. `> | 
| : . 92 Surcharge оп income-tax c rcs 


The amount of income-tax computed i in accordance with the ' provisions of this {икан 
shall, їп the case of every domestic company having a total income exceeding seventy-five | tho 
| increased by a surcharge calculated at the Tate of fifteen | үре cent. t. of such i income tat M 
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IMPORTANT 32 
AMENDMENTS 


SALIENT FEATURES OF THE FINANCE ACT, 1994: 


I. RATES OF INCOME-TAX: 
(i) Rates of income-tax applicable to taxable income for the assessment year 1994-95: 


These rates are specified in Part I of the First Schedule to the Finance Act, 1994 and are the same for all 
the categories of taxpayers as those specified in Part III of the First Schedule to the Finance Act, 1993, for the | 
purpose of payment of “advance tax” and deduction of tax at source from salaries" during the financial year 
1993-94. It may be noted that surcharge at the rate of 1996/1596 on income-tax is not payable by non-residents | 
and foreign companies even in cases where the total (taxable) income exceeds Rs. 1,00,000/Rs. 75,000, 


respectively [Refer pp. 26-27]. 


(ii) Rates for deduction of tax at source during the financial year 1994-95 from income other than “salaries”: 


The rates at which tax is required to be deducted at source from incomes by way of interest on securities | 
other categories of interest, dividends, insurance commissions, investment income of non-resident Indians, etc, | 
are laid down in Part II of the First Schedule to the Finance Act, 1994 [Refer pp. 28-30]. These rates are the same | 
as those specified in Part II of the First Schedule to the Finance Act, 1993, except that on the income by way of- | 


(1) dividends, the rate of deduction of income-tax, in the case of a non-resident (including NRI) is 
@ 20%, and in the case of a foreign company is @ 20% as against 2596 in the preceding financial year; 


(2) interest payable by Government or Indian concern on moneys borrowed or debt incurred by | 
Government or the Indian concern in foreign currency, the rate of deduction of income-tax, in the case of | 
a non-resident (including NRI) is (9 20%, and in the case of a foreign company is @ 20% as against 25% | 
in the preceding financial year; | 

(3) income payable in respect of units of Unit Trust of India, purchased in foreign currency, the rate 
of deduction of income-tax, in the case of a non-resident (other than non-resident individual) and а! 
foreign company is (9 2096; | 


(4) long-term capital gains, the rate of deduction of income-tax, in the case of a non-resident is @ į 
20%, and in the case of a foreign company is @ 20% as against 40% in the preceding financial year; and | 


(5) any other income, the rate of deduction of income-tax, in the case of a foreign company is @ 55% | 
as against 65% in the preceding financial year. | | 


In respect of payments of income referred to іп Part II as also in cases in which tax has to be deducted at | 
source under sections 194C, 194EE, 194F, 194G and (w.e.f. 1-6-1994) 194-1, or where tax is to be collected at 
source from a buyer by the seller u/s. 206C, the amount of tax so deducted/collected shall be increased in the case | 
of a domestic company only by a surcharge at the rate of 15% of the amount of tax deducted/collected. However, | 
deduction in respect of surcharge is not to be made’ where the’ payment is made to: a non-corporate resident! 
assessee, non-resident, non-resident Indian or foreign company. | 


The amendments made to provisions relating to deduction of tax at source are as under: | 


(1) W.e.f. 1-6-1994, any income by way, of rent, referred to in newly inserted section 194-I, payable to) 
any person by a person other than an individual or a HUF, is subject to deduction of income-tax at source 
at the rate of 20%. The liability to deduct tax at source will arise if the rent payment exceeds Rs. 1,20,000) 
during the financial year. The tax is required to be deducted at source either at the time of payment di 
rent or at the time of credit of such income to the account of payee, whichever is earlier. Rent for this 
purpose means any payment under any lease, sub-lease, tenancy or other agreement or arrangement for’ 
the use of any land or any building (including factory building), together with furniture, fittings and the, 


d : ; 
in RE uo whether or not such property is owned by the payee [Refer section 40 of E 


(2) At present, under section 194C, a resident contractor making pa ident sub: 
contractor has to deduct tax at source. However, where the main ee Tias Tee La m 
works, etc., with the Government of a foreign State or a foreign enterprise or any association or b T 
established outside India, there is no liability to deduct tax at source where payment is made to a reside? ! 
‘sub-contractor in respect of such contracts. Under the amendment of the Explanation to section 194 | 
which takes effect from 1-6-1994 and will accordingly apply to all such payments payable on or after thali 

- date, brings such payments to resident sub-contractor also under the purview of ee to be deducted # 
source as it exists u/s. 194C [Refer section 39 of the Finance Act, 1994]. ` А Бел | 
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(i) Rates for deduction of tax at source from "salaries" and for computation of "aduance tax" 
during the financial year 1994-95: 


Assessment year 1995-96: 


These rates are specified in Part III of the First Schedule to the Finance Act, 1994 [Refer pp. 30-31] and 
are the same as applicable to the total (taxable) income for the assessment year 1994-95 except that— _ 


, (1) in the case of individuals, Hindu undivided families [other than those with one or more members 
having independent total (taxable) income exceeding Rs. 35,000], association of persons, etc., the 
exemption limit has been raised from Rs. 30,000 to Rs. 35,000. The rate of income-tax applicable to slab 
of income of: (a) Rs. 50,000 to Rs. 60,000 is 20% as against 30% in the preceding assessment year, (b) 

. 60,000 to Rs. 1,00,000 is 30% as in the preceding assessment year, (c) Rs. 1,00,000 to Rs. 1,20,000 is 


30% as against 40% in the preceding assessment year, and (d) Rs. 1,920,000 and above is 40% as in the 
preceding assessment year. 


(2) in the case of non-corporate resident assessees, surcharge on income-tax @ 12% on income-tax 


is not payable even where the total (taxable) income exceeds Rs. 1,00,000 as in the preceding assessment 
year. s 


(3) in the case of domestic companies in which the public are substantially interested (widely-held 
companies) and domestic companies in which the public are not substantially interested (closely-held 
companies), the rate of income-tax is 4096 of the total (taxable) income as against 4596 or 5096, 
respectively, of the total (taxable) income as in the preceding assessment year. Surcharge at the rate of 
15% on income-tax is payable by such companies where the total (taxable) income exceeds Rs. 75,000 as 
in the preceding assessment year [Refer page 31]. 


(4) in the case of foreign companies, the rate of income-tax is 55% as against 65% in the preceding 
assessment year. 


II. IMPORTANT AMENDMENTS IN THE INCOME-TAX ACT, 1961: 
1. Amendments to provisions relating to exemption from total income: 


1. TAX CONCESSIONS ON PAYMENTS UNDER VOLUNTARY RETIREMENT SCHEMES EXTENDED TO 
EMPLOYEES OF CO-OPERATIVE SOCIETY, UNIVERSITY, ETC.: 


[Amendment of clause (10C) in section 10 w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 
6(1) of the Finance Act, 1994] 


At present, any payment received by an employee of a public sector company or any other company, etc., 
at the time of his voluntary retirement under a scheme framed in accordance with the guidelines prescribed 
under Rule 2BA of the Income-tax Rules is exempt subject to the conditions prescribed therefor vide page 68. 


Under the amendment, from assessment year 1995-96 and onwards, the said exemption has been 
extended to the employees of: 


(1) a co-operative society, 


(2) a University established/incorporated under a Central, State or Provincial Act and an institution 
declared to be a University u/s. 3 of the University Grants Commission Act, 1956, ETT 


(8). an Indian Institute of Technology, | 
(4) such institute of management as may be notified by the Central Government. dise 


The voluntary retirement scheme has to be framed in accordance with Rule 2BA of the Income-tax Rules - Ж 
In the case of a co-operative society, such scheme is required to be approved by the Chief Commissioner or _ 


Director-General. in RD Е 


1.9 INCOME-TAX EXEMPTION ON THE INCOME OF SPECIFIED NEWS AGENCIES: : RESA SNP К 
Exi E 


[Insertion of new clause (22B) in section 10 w.e.f. 1-4-1994 (assessment year 1994-95 and onwards). Refersecion — 
6(2) of the Finance Act, 1994] \ | реи г 
e newly inserted clause (22B) in section 10 provides for income-tax exemption in respect of any incom 

of E Rb set up in lade ткн for Eden and distribution.of news as the Central Government 5 
notify. In order to avail exemption, the said news agency should apply or accumulate its income only fo 
collection and distribution of news and not for distribution in any manner to its members. "The exempt will b 
available for a maximum of three assessment years at any one time, as may be specified in the notification. "s 
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13 TAX EXEMPTION OF INCOME OF BODIES ESTABLISHED FOR PROMOTING THE INTERESTS OF 
BACKWARD CLASSES: 
[Amendment of clause (26B) in section 10 w.e.f. 1-4-1993 (assessment year 1993-94 and onwards). Refer section 
6(4) of the Finance Act, 1994] 
At present, any income of a corporation/body set up and wholly financed by Government for promoting 
the interests of the members of the Scheduled Castes/Tribes is wholly exempt. Under the amendment, the said 
exemption is extended to similar corporation/body set up to promote the interests of backward classes also. The 
backward classes are to be notified by the Central or State Government from time to time. 
2. Amendment relating to newly established 100% export-oriented undertakings: 
2.1 TAX HOLIDAY FOR. 100% EXPORT-ORIENTED UNDERTAKINGS PRODUCING COMPUTER 
SOFTWARE: 
[Amendment of section 10B w.e.f. 1-4-1995/1-4-1994 (assessment year 1995-96/1994-95, and onwards). Refer 
section 7 of the Finance Act, 1994] А 
At present, a five year tax holiday is allowed to 100% export-oriented undertakings (EOUs), subject to the 
conditions specified in section 10B. Two amendments have been made by the Finance Act, 1994. These are as 
under: 

(1) From assessment year 1995-96 and onwards, EOUs which begin to manufacture or produce any 
article or thing on or after 1-4-1994, should export atleast 75% of total sales during the previous year to 
avail of tax holiday u/s. 10B. If the exports are less than 75% of the total sales, such units will be eligible for 
deduction of export profits u/s. 80ННС and not for tax holiday u/s. 10B. j 

(2) From assessment year 1994-95 and onwards, the term ‘produce’ has been defined, in the 
Explanation to section 10B, to include production of computer programmes and as such EOUs producing 
computer software will also be eligible for tax holiday u/s. 10B. 


3. Amendments to provisions relating to charitable and religious trusts: 
8.1 MONETARY LIMIT IN RESPECT OF CONTRIBUTION BY THE INTERESTED PERSONS DERIVING 

BENEFITS AND COMPULSORY AUDIT OF ACCOUNTS RAISED: 

[Amendments of section 12A(b) & 13(3)(b) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer sections 8 

& 9 of the Finance Act, 1994] 

At present, under section 12A(b), where the total income of the trust as computed under the Income-tax 
Act before exemption u/s. 11 & 12 exceeds Rs. 25,000 in any year, the accounts of the trust for that year are 
required to be audited by a Chartered Accountant. Under the amendment, the said monetary limit hàs been 
raised to Rs. 50,000 in relation to assessment year 1995-96 and subsequent years. . ; 

At present, under section 13(3)(b), read with section 13(1)(c) and 13(2), where any benefit arises out of the 
income of the trust to a substantial contributor who has made total contribution exceeding Rs. 25,000 upto the 
end of the previous year, the trust will not be allowed exemption u/s. 11. Under the amendment, the said 
monetary limit has been raised to Rs. 50,000 in relation to assessment year 1995-96 and subsequent years. ` ` 


4. Amendment in relation to residential status of Indian citizens/non-resident Indians: 
4.1 ES ENMON OF PERIOD OF'STAY IN INDIA IN THE CASE OF INDIAN CIT. IZENS/NON-RESIDENT 
[Amendment of clause (b) of Explanation to section 6(1)(c) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). 
Refer section 5 of the Finance Act, 1994] { 
. At present, an Indian citizen or a person of Indian origin (ї.е., non-resident Indian) who resides outside 
India and who comes on a visit to India in any previous year will be treated as resident in India if his stay in India 


in that year amounts to 150 days or more. If the period of his stay in India in that year is less than 150 days, he | 


will be treated as non-resident. 


Under the amendment, from assessment year 1995-96 and onwards, the above кшй! stay їп India has | 


been increased from 150 to 182 days or more. Thus, an Indian citizen or a non-resident Indian can stay in India ' 


during the financial year 1994-95 and subsequent years upto 181 days in all in each financial year without losing | 


the non-resident status. 


5. Amendment relating to computation of salary income: |. : `; 


5.1 EXEMPTION IN RESPECT OF MEDICAL EXPENDITURE REIMBURSED BY THE EMPLOYER: .. 


- [Substitution of clause (й) of proviso to section 17(2) w.e.f. 1-4-1993 (assessment Ove : 
section 10 of the Finance Act, 1994] Geka (е year 1993-94 апа onwards). Refer | 


| 
| 


NS EEE 


71 ADDITIONAL SCHEME FOR TEA GROWERS €? MANUFACTURERS: . 
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Under the amendment, from assessment year 1993-94 and onwards, reimbursement of medical expenses 
incurred by the employee for himself and any member 


xe { 1 of his family in any hospital approved by the Chief 
Commissioner will also be exempt, provided the employee attaches with the return of income a certificate from 
the hospital specifying the prescribed disease or ailment for which medical treatment was required and also the 
receipt for the amount paid to the hospital. 


6. Amendments relatirig to computation of income from house property: : 
6.1 ENHANCEMENT OF LIMIT OF DEDUCTION FOR INTEREST PAID IN CASE OF SELF-OCCUPIED 
HOUSE PROPERTY: 


[Amendment of proviso to section 24(2) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 11 of 

the Finance Act, 1994] 1 

At present, a deduction upto Rs. 5,000 is allowed in respect of interest payable оп borrowed capital used 
for acquiring, constructing, reconstructing or repairing self-occupied house property. 

Under the amendment, the above limit of Rs. 5,000 has been raised to Rs. 10,000 from assessment year 
1995-96 and onwards. As the annual value of the self-occupied house property is taken at ‘nil’ u/s. 23(2)(a)(i), the 
deduction upto Rs. 10,000 will result in a loss. Such loss will be allowed to be set off against income under any 
other head of income in the same year u/s. 71 [Refer para 6.2 below]. 


6.2 TREATMENT OF LOSS UNDER THE HEAD “INCOME FROM HOUSE PROPERTY’: 


[Substitution of sections 71(4) & 71A w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer sections 21 & 
*: 22 of the Finance Act, 1994] . 


The aforesaid sections were effective, with effect from assessment year 1993-94. The effect of the 
provisions of those sections is that loss from let-out house property cannot be set off against any other head of 
income [Section 71(4)]. Further, carried forward loss of past years from house property, in so far as it relates to 
interest on borrowed capital referred to in section 24(1) (vi), is allowed to be set off only against income under 
the head “Income from house property” [Section 71А]. 


The substituted section 71(4), with effect from assessment year 1995-96 and onwards, provides that where 
the net result of the computation under the head “Income from house property” is a loss in respect of assessment 
year 1995-96 and 1996-97, then such loss shall’ be first set off against income under other heads of income 
u/s. 71(1).& 71(2) in the same year: ' 


The substituted section 71A, with effect from assessment year 1995-96 and onwards, provides that where 
the net result of computation under the head “Income from house property" is a loss in respect of assessment 
years 1993-94 and 1994-95, such loss, in so far as it relates to interest on borrowed capital referred to in section 
24(1)(vi), shall/be.carried forward апа set off in the assessment year 1995-96 and the balance, if any, in 
assessment year 1996-97, against income under any head. This set off will be done after setting off the current 
loss, if any, as per substituted section 71(4) explained above. 

7.. Amendments relating to computation of business/professional income: x 

[Amendment of section 33АВ w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 12 of the 

"Finance Act, 1994] - WE А A SOD Sy. : 

At present, deposit made by tea grower and manufacturer with National Bank for Agricultural and Rural 
Development in a special account in accordance with the scheme framed by the Tea Board is deductible from 
total income, subject to a ceiling of 2096 of profits of such business and other conditions vide item (7) on page 
102.5 (cd ипи i , 109 э 63 | 

Under the amendment, the benefit of deduction as stated above is extended to deposits in a Tea Deposit 
Account made under any other scheme framed by the Tea Board and approved by the Central Government. 


7.2; AMBIT OF TAX CONCESSIONS FOR SCIENTIFIC RESEARCH WIDENED: Lond 
[Amendment of section 35(2AA) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 13 of the 
Finance Act, 1994] { А $101 el TEST dUOÍ ac УИ Y : 
At present, any sum paid by an. assessee carrying on business or profession to a National Laboratory for 

carrying an Sena of Scientific research as is approved by the prescribed authority, is eligible for weighted 

deduction of 19596 of the sum so paid [For details, refer sub-item (e) of item (9) on page 104]. 


"Under the amendment, similar payment made as aforesaid to a University or an Indian Institute. of 


Technology will also be eligible for weighted deduction of 12596 of the sum so paid. The definition of the term 
“Чаны Latio sorgt REUS the Explanation to section 35 (2AA) is also being widened to include scientific E 
laboratory functioning at the national level under the Defence Research and Development От шан ше zT 
Department of Electronics/Bio-Technology/Atomic Energy. té uc nib 45] ск 
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75 DEDUCTION FOR PROVISIONS MADE FOR BAD AND DOUBTFUL DEBTS BY RURAL BRANCHES OF 
BANKS: 


[Amendment of section 36(1 )(viia) & omission of section 36(1)(vitia) w.e.f. 1-4-1995 (assessment year 1995-96 and 

onwards). Refer section 14 of the Finance Act, 1994] 

At present, under section 36(1) (viia), a special deduction is available, for bad and doubtful debts 
provision made by rural branches of specified banks @ 4% of aggregate average advances by them, subject to 
prescribed conditions. Under the amendment, the limit of the said deduction is raised to 10%. 


Under the existing clause (viiia) of section 36(1), a scheduled bank incorporated in India and doing 
banking business outside India is entitled to create a special reserve upto 40% of the total income and to claim it 
as a deduction subject to prescribed conditions. This provision has been omitted by the Finance Act, 1994. 
Hence-forward such banks will be entitled to deduction u/s. 36(1)(viia). 


7.4 ESTIMATED INCOME METHOD FOR ASSESSEES ENGAGED IN THE BUSINESS OF CIVIL 
CONSTRUCTION, ETC.: | 
[Insertion of new section 44AD w.e.f. 1-4-1994 (assessment year 1994-95 and onwards). Refer section 16 of the 
Finance Act, 1994] 
The new section 44AD provides for a simplified method of computing the business income of civil 
contractors in relation to assessment year 1994-95 and subsequent years. The salient features are: 

(a) The provision of new section 44AD applies to an assessee engaged in the business of civil 
construction or supply of labour for civil construction, whose gross receipts from the said business do not 
exceed Rs. 40,00,000. The term “civil construction” includes the construction or repair of any building, 
bridge, dam or other structure or of any canal or road and the execution of any works contract. 

(b) The profit from the said business shall be deemed to be 8% of the gross receipts paid or payable 
to the assessee during the previous year or a higher sum as may be declared by the assessee. 

(с) Any deduction allowable v/s. 30 to 38 shall be deemed to have been allowed and no further 
deduction under those sections shall be allowed from the deemed profit as in (b) above. 

(d) Similarly, depreciation on assets used for the said business shall also be deemed to have been 
allowed and the written down value of the said assets shall be worked out on that basis. 
І (e) The аѕѕеѕѕее is not required either to maintain books of account u/s. 44AA or to get the accounts 
i audited u/s. 44AB in respect of the aforesaid business income. In computing the monetary limits v/s. 
44AA/44AB, the gross receipts or as the case may be, the income from the business of civil construction 
shall be excluded. S 
(f). The profit computed above shall be aggregated with the other incomes of the assessee and 
_ thereafter deductions under Chapter VIA and tax rebates under Chapter VIII A will be allowed. 
(в) Where the assessee claims that the profit from the said business is less than 896 of the gross 
| receipts in a previous year, this scheme will not be applicable. But in such a case, the assessee will have to 
| produce evidence to prove that the profit is lower than the said deemed profit. The Assessing Officer shall | 
| scrutinise the case & frame the assessment u/s. 143(3). 
К 


7.5 ESTIMATED INCOME METHOD FOR ASSESSEES ENGAGED IN THE BUSINESS HIRING 
- OR LEASING GOODS CARRIAGES : З ОЕ PLYING, | 
Insertion. of new section 44AE w.e.f. 1-4-1994 (assessment 1994-95 m 16 ofthe 
Finance Act, 1994] f ( year and onwards). Refer section 1 of the _ 


_ The scheme is similar to the one applicable to civil contractors discussed in preceding para 7.4 and is | 
applicable in relation to assessment year 1994-95 & subsequent years as under: Ба 


(а) The scheme does not apply to assessee owning more than 10 goods carriages. The assessee who | 
has taken goods carriage on hire purchase or on instalments, will be deemed to be the owner of such | 
| goods carriage for the purposes of this scheme. a | 
(b) The deemed profit of a previous year is to be computed as under: 


; Type of vehicle: Deemed profit: d 
(1) For each heavy goods vehicle „. Ёз. 2,000 per month or part of a month, | 
(2) For each vehicle other than heavy goods vehicle. . Rs. 1,800 per month or part of a month, | 

OR 


profit higher than the aggregate of (1) & (2) above, ay pint Be declared by (be ienee : 
(c) The other.conlitiops.axs, similar to those enumerated in (chto fg)ofpara 7.4 above. . 1. | 
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7.6 n ENSIN Fa THE SIMPLIFIED PROCEDURE FOR SMALL BUSINESSMEN BEYOND ASSESSMENT 


[Amendment of sections 115K & 115N w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer sections 33 & 
34 of the Finance Act, 1994] 


At present, a simplified scheme of tax on presumptive income basis is applicable to certain specified retail 


traders, etc. [For details refer page 114]. This scheme was made operative only for two assessment years i.e., 
1993-94 and 1994-95. 


Under the amendment, the following modifications to the scheme have been made: 
(a) The scheme is extended to assessment year 1995-96 and subsequent years. 


ms je The limit of deemed income for assessment year 1995-96 has been raised from Rs. 37,000 to 
. 42,000. 


(c) The truck operators are excluded from the scheme in view of the insertion of new section 44AE, 
vide para 7.5 on page 36. 


(d) The scheme will be applicable to any other business as may be prescribed through rules. 
The amendment to section 115N is textual in character. 


8. Amendments relating to computation of capital gains: 
8.3 PERIOD OF HOLDING FOR QUOTED SECURITIES & UNITS OF UTI / MUTUAL FUNDS : 


[Amendment of section 2 (42A) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 3(e) of the 
Finance Act, 1994] 


At present, excepting shares in a company, all other capital assets if held for not more than 36 months 
immediately preceding the date of its transfer are to be categorised as short-term capital asset. Conversely, if 
such assets held for more than 36 months, are to be categorised as long-term capital asset. Assets being shares in 
a company, if held for not more than 12 months immediately preceding the date of its transfer, are to be 
categorised as short-term capital asset. Conversely, if such shares held for more than 12 months, are to be 
categorised as long-term capital asset. 


Under the amendment, in relation to assessment year 1995-96 and subsequent years, any capital asset 
being any security! listed in a recognised stock exchange in India or a unit of the Unit Trust of India or a unit of 
a Mutual Fund specified u/s. 10 (23D) are to be categorised as short-term capital asset if held for not more than 
12 (instead of 36) months immediately preceding the date of its transfer. Conversely, if such capital assets held 
for more than 12 (instead of 36) months, are to be categorised as long-term capital asset. Thus, all the aforesaid 
securities/units transferred on or after 1-4-1994 will be treated as long-term capital asset, if they are held for a 
period of more than 12 months, counted from the date of acquisition to the date of transfer. Where the holder of 
shares or securities is entitled to subscribe to right offered by the company/institution, and the assessee exercises 
his right to subscribe, the period of holding shall be reckoned from the date of allotment of such shares/ 
securities. If such right is renounced by the assessee in favour of any other person, the period of holding shall be 
reckoned from the date of the offer of such right by the company/institution making such offer to the date of 
renouncement. In the case of renouncee in whose favour, such rights have been renounced, the period of ` 
holding shall be reckoned from the date of allotment of such shares/securities. 


8.9 CAPITAL GAIN ON TRANSFER OF ASSETS WHERE THERE IS NO COST OF ACQUISITION AND OF 
RIGHT COUPONS FOR SHARES OF COMPANIES/SECURITIES *: 


[Substitution of section 55(2)(a) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 18, of the 
Finance Act, 1994] knit 
(A) At present, for computing capital gain on transfer of self-generated capital asset being goodwill, 
the cost of acquisition thereof is to be taken at ‘nil’ [Refer item (в) on page 120]. For other self-generated 
assets for which there is no cost of acquisition, there is no liability to capital gain because of judicial ruling. 
Under the amendment, in relation to assessment year 1995-96 and. subsequent years, the cost of БЫ 
acquisition of tenancy rights, stage carriage permits (і.е. route permits) or loom hours will be taken 
to be ‘nil’ u/s. 55(2)(a) as in the case of goodwill and charged to capital gain. In a case where such - 
assets were purchased by the assessee, the purchase price will be taken as cost of acquisition. © ~~ 


(В) At present, the cost of acquisition of right coupons, where the rights are renounced, is the 
reduction in the price of shares after the issue of right shares. ` tends s E 


1. Theex ression “securities” will have the meaning assigned to it in section 2(h) of the Securities Contracts gulati n) Act, 195 
section 9(h) of aid Act, "securities" include shares, scrips, stocks, bonds, deber десе моо n ‚Ает EES ecurities of a 
nature in or of any incorporated company or other body corporate; Government securiues, and rights ог їп securities. Le 

CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri is 


ee et ee ee eee, 


IMPORTANT 38 
AMENDMENTS 


Under the amendment, the cost of acquisition of right entitlement in the hands of original 
shareholder/security-holder is to be taken at ‘nil’ if such right is renounced, and the sale price of such 
right will be taken as capital gain. The period of holding for such right will be computed from the date of 
offer made by the company/institution to the date of renouncement [Refer Para 8.1 on page 37]. 
Generally, it will be a short-term capital gain. Where the right is not renounced by the original holder, the 
cost of acquisition of right shares/securities will be the amount actually paid for acquiring them. In the 
case of renouncee, where the right is purchased the cost of acquisition means the aggregate of the 
purchase price paid to the renouncer and the amount paid by him to the company/institution. for 
acquiring such shares/securities. , 

8.3 REDUCTION IN FLAT RATE OF INCOME-TAX ON LONG-TERM CAPITAL GAIN: i 
[Amendment of section. 1 12(1) w.e.f. from 1-4-1995 (assessment year 1995-96 and onwards). Refer section 31 of the 
Finance Act, 1994]. & Р 
Changes made in the flat rate of income-tax on the long-term capital gain are as under: 

FLAT RATE OF I.T. ON LONG-TERM CAPITAL GAIN 


S.No. Status of the assessee Assessment years 
1993-94/1994-95 4 , 1995-96 
l. Individual & HUF (being a resident) F ac 2096 20% 
2. Individual & HUF (being а non-resident) ac 2.20% 90% 
3. Domestic company Je 4096 30% | 
4. Foreign company { ba ` 40% 2096 
5. Other than 1 to 4 above i.e., firm, AOP/BOI, etc., (being a resident) 58 30% 30% 
6. Other than 1 to 5 above i.e., firm, AOP/BOI, etc., (being a non-resident) .. 30% 90% 


9. Amendment relating to clubbing of income of minor child: . 
9.1 INCOME OF HANDICAPPED MINOR CHILD OUTSIDE THE PURVIEW OF SECTION 64(14): 


[Amendment of section 64( 1A) and omission of section 80V w.e.f. 1-4-1995 (assessment year 1 995-96 and onwards). 
Refer sections 20 and 28 of the Finance Act, 1994] 


At present, income accruing or arising to a minor child is to be included in the income. of the parent 
except in certain cases [Refer sub-item (ix) on page 53]. À 


Under the amendment, any income accruing or arising to a minor child suffering from any disability of 
the nature specified in section 800 is not to be included in income of any parent in relation to assessment year 
1995-96 and subsequent years. Instead, income of such child will be assessed in the hands of such child. As a 
consequence, section 80V which was introduced by the Finance Act, 1993 with effect from assessment year 
1994-95 (by which deduction u/s. 80U is to be allowed to the parent in whose hands such minor child's income is 


to be included) has been deleted by section 28 of the Finance Act, 1994, as redundant. The deduction u/s. 80U | 


will henceforward be allowed directly to such minor child, subject to the conditions specified in section 80U 


(Refer page 204). Corresponding amendment has also been made to section 4 of the Wealth-tax Act. The net 
wealth of such minor child will not be included in the hands of any parent as hitherto. ` 


10. Amendments to the provisions pertaining to deduction from gross total income: 


10.1 Section 80E is newly inserted w.e.f. 1-4-1995 (assessment year 1995-96 and onwards) by section 93 ofthe | 
Finance Act, 1994. New section provides that repayment of loan borrowed and interest thereon [rom any | 
approved financial institution or banks or approved charitable institution for pursuing higher education will be | 


allowed as deduction subject to the conditions that: (a) the assessee is an individual; (b) repayment/payment is 
made out of his income chargeable to tax; (c) maximum deduction allowable in the ee year rof PU is 


Rs. 25,000; (9) deduction is allowable from initial assessment year, when repayment of loan/interest starts and 
for 7 successive assessment years or till the. loan/interest is repaid in full, whichever is earlier; and (e) ‘higher | 
education' means full-time studies for any graduate or post-graduate course in engineering medicine, | 
management or for post-graduate course in applied sciences or pure sciences including mathematics and 


statistics. 


10.2 Section 80G provides for deduction in respect of donation to AN Кае 


(a) At present, donation made to specified funds qualifies for deductio 100 lifyin. 
donation (Refer page 188). Under the amendment, from ‘assessment vd XE d ор 
_ donations made to the Maharashtra Chief Ministers Relief Fund during the period from 1-10-93 10 
ча Ca OGRE RETNA Ae Minister's Earthquake Relief Fund, Maharashtra will also qualify for deduction 
qualifying donations [Refer section 24a) 8 (b) of the Finance Act, 1994]. 
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(b) At present, under section 80G(3), if the a ifyi ions i 
speach В ggregate amount of qualifying donations is less than 
Rs. 250, no deduction is allowable. Under the amendment, from азе. d 994-05 and onwards, 


deduction will be allowed even where the aggregati ifyi ions i i 
a year [Refer section 24(cy of the Fiane BS pe rapa of qualifying donations is less than Rs. 250 in 


10.3 Section 80HHD provides for deduction’to tour operators in respect of earnings in convertible forei 

exchange [Refer page 195]. The amendment to this section provides jm ERENS the first recipient ur 
convertible foreign exchange will be limited to the payments made by the foreign tourist and retained by him 
and no deduction will be allowed in respect of amount which represents payments (i.e. in Indian currency 
received on conversion of foreign exchange) passed on to the other assessees. This amendment takes effect from 


1-4-1995 and will accordingly apply in relation to assessment 1995-96 ап‹ i 
a ERAN pply year and subsequent years [Refer section 


10.4 Section 80HHE provides for deduction in respect of profits from export of computer software, etc. @ 
100% in relation to assessment years 1991-92 to 1994-95. This deduction has been extended for one more year 
namely assessment year 1995-96 [Refer section 26 of the Finance Act, 1994]. 


10.5 Section 80-IA provides for deduction in respect of profits and gains from industrial undertakings etc.: 
(a) At present, deduction @ the rate of 100% of the profits is allowed in the case of an industrial 
undertaking located in an industrially backward State specified in the Eighth Schedule and which begins 
to manufacture or produce articles or things not specified in the Eleventh Schedule on or after 1-4-1993 
but before 1-4-1998. This 100% deduction is allowable for initial five assessment years and thereafter 
normal deduction (9 25%/30% is allowable for remaining assessment years. Under the amendment, w.e.f. 
1-4-1994, the deduction as stated aforesaid will'also be allowed to such units even if they manufacture or 
produce articles or things specified in the Eleventh Schedule [Refer section 27(a)(i) of the Finance Act, 
1994]. : 
(b). At present, deduction @ 100% of profits is allowed to an industrial undertaking referred to in (a) 
above for initial five assessment years. Under the amendment, from assessment year 1995-96 and 
onwards, deduction @100% of the profits will be allowed also to an industrial undertaking located in the 
notified industrially backward district subject to the condition that it begins to manufacture or produce 
articles or things not being any articles or things specified in the Eleventh Schedule or to operate its cold 
storage plant(s) on or after 1-10-1994 but before 31-3-1999. This 100% deduction is allowable for initial 
five assessment years and thereafter normal deduction @25%/30% is allowable for remaining assessment 
years as at present [Refer section 27(a)(ii) & 27(b) of the Finance Act, 1994]. 


11. Amendments to provisions relating to rebate of (deduction from) income-tax : 
11.1 ТАХ REBATE ON LIFE INSURANCE PREMIA, CONTRIBUTION TO PROVIDENT FUND, ETC.: 
_ [Amendment of section 88(2) & (4) w.e.f. 1-4-1991/1-4-1995 (assessment year 1991-92/1995-96, and onwards). 
Refer section 29 of the Finance Act, 1994] 

(A) At present, in the case of an individual, rebate of (deduction from) income-tax is allowed in 
respect of certain specified savings made in his personal name and in the name of his minor child. For 
contribution to Public Provident Fund A/c., rebate is allowed if the contributions are made in his personal 
name and in the name of his minor child of whom he is a guardian. For contribution to unit-linked 
insurance plans of UTI/LIC Mutual Fund notified u/s. 10(23D), rebate is allowed if contributions are 
made by an individual in his personal name. 

Under the amendment, from assessment year 1991-92 and onwards, contributions made in the 
Public: Provident Fund A/c., unit-linked insurance plans of UTI/LIC Mutual Fund, rebate is allowable also 
in respect of contributions made by the individual in his personal name or in the name of his/her spouse 
or any child of such individual. In the case of a HUF, contribution to the unit-linked insurance plans of 
UTI/LIC Mutual Fund, rebate is allowable in relation to assessment year 1991-92 and subsequent years 
where such contributions are made in the name of any member thereof [Refer section 29 of the Finance 
Act, 1994]. ua T 

(B) Under the amendment of section 88(2)(xiiic), from assessment year 1995-96 and onwards, any 
contribution by an individual to a notified pension fund set up by the Unit "Trust of India will also qualify - 
for rebate of (deduction from) income-tax (29096. of such contribution subject to aggregate limit of rebate 
specified in section 88(6) [Refer section 29(1)(iti) of the Finance Act, 1994]. эг, . 


11.5 TAX REBATE TO SENIOR CITIZENS ENHANCED: es Jie Bae 
[Amendment of section 88B w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 20 of the Finance 
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Act, 1994] dup ad) AOS SEL maona EONA 
At present, in the case of a resident individual, who has attained age of 65 years at any ti 
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- i f such an individual 
Under the amendment, from assessment year 1995-96 and onwards, in the case о in 

whose gom col income does not exceed Rs. 1,00,000 (as against Rs. 75,000) is entitled to an additional tax 
rebate of 40% (as against 20%) of the tax payable by him. 


12. Uniform rate of income-tax for non-resident on certain incomes: 
[Amendment of sections 44D, 57, 115A & 1 96A w.e.f. 1-4-1995/1 -6-1994 (assessment years I 995-96 and 


onwards). Refer sections 17, 19, 32 & 41 of the Finance Act, 1994] 
At present, sections 44D, 57 and 115A deal with computation of certain incomes of a foreign company, 
and tax thereon. The amendment seeks to rationalise these provisions. The salient features are: | 
(A) The income of non-resident (not being a company) or a foreign company, includes income by 
way of: 


— 


(1) dividends; 
(2) interest received from Government or an Indian concern on monies borrowed by either of 


them in foreign currency; and | 
(3) income received in respect of units of a Mutual Fund specified v/s. 10(23D) or of Unit Trust 
of India, purchased in foreign currency, 
shall be chargeable to tax at the rate of 2096 on gross basis, that is, without allowing any expenditure or 
allowance under any provisions of the Act from the above income. However, where gross total income | 
includes income other than those specified in (1) to (3) above, deduction under Chapter VIA will be 
allowed from the gross total income as reduced by the above income [i.e., in (1) to (3)] and the said | 
income will be charged to tax at the rates prescribed in the Finance Act of the relevant years. 


(B) Where the total income consists only of the income referred to in (1) to (3) above, such ап | 
assessee need not file return of income, provided tax has been deducted at source from such income. 


(C) Where the total income of a foreign company includes royalty and fees for technical services, | 
from specified sources in India, such income will be chargeable to tax at the rate of 30%. Other income, if | 
any, will be computed and charged to tax as per the provisions of the Income-tax Act and the Finance Act ! 
of the relevant years. : 
Consequential amendments have been made to sections 44D, 57 and 197A in view of the amendment to | 

section 115A. The above amendments except amendment of section 196A will apply in relation to asessment 
year 1995-96 and subsequent years. Amendment of section 196A will come into force w.e.f. 1-6-1994. 


18. Amendments relating to assessment procedure: 
13.1 DUE DATES FOR FURNISHING RETURN OF INCOME CHANGED IN THE CASE OF COMPANIES : 


[Amendment of Explanation to section 139(1) w.e.f. 1-4-1994 (assessment year 1 994-95 and onwards). Refer section 
36 of the Finance Act, 1994] E 


| 
| . At present, upto assessment year 1993-94, due date for furnishing return of income, in the case of | 
н companies, is 31st December. | 


, Under the amendment, w.e.f. 1-4-1994 (assessment year 1994-95 and onwards), the said due date for | 
furnishing return of income is 30th November: | 


Consequential amendment has also been made to section 44AB, which deals with compulsory audit of | 

саши ш actum carry in business or proton: From assessment year 1994-95 and onwards, the | 

said au ave got to be complete ore 30th November in the case of a com i ber as 
at present [Refer section 50(a) of the Finance Act, 1994]. сор нана LSS ЕЧ 


13.2 DIRECT APPEAL AGAINST INTIMATION U/S. 143(1)(a)/143(1B) : 
[Amendment of sections 143, 154 & 246 w.e.f. 1-6-1994. Refer sections 27, 38 & 46 of the Finance Act, 1994] 


At present, an assessee objecting to an intimation u/s. 143 /148 i ificati 
аана u/s. 154 or file a revision БЕНЦ u/s. 264 to ne бетк tt Wo ME 
Under the amendment, which takes effect from 1-6-1994 and accordingl i intimations 
received оп or after 1-6-1994, assessee can file a direct appeal against ODE i the Deputy 
Commissioner (Appeals)/Commissioner (Appeals) in addition to the aforesaid revision/rectification application | 
2 _ Wide amendment of sections 143 & 246]. The éxisting time limit of 3 months for passing rectification order by | 
= the Assessing Officer has been omitted [Vide amendment of section 154]. Consequently, the Assessing Officer 
can rectify the intimation at any time within four years from the end of the financial year in which the order | 
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13.3 ASSESSMENT OF AOP/BOI CONSISTING OF SPOUSES GOVERNED BY PORTUGUESE CIVIL CODE : 


[Insertion of new section ХА w.e.f. 1-4-1963 (assessment year 1963-64 and onwards). Refer section 4 of the Finance Act, 1994] 


At present, except salary income all other incomes arising to a husbz i mmuni 
property under the Portuguese Civil Code of 1860 in force M the d Hu Sene Hale erg Desire Did. т 
apportioned equally between husband and wife and assessed separately in their respective hands after giving reliefs/rebates, etc. 
to each one of them. The amendment has inserted a new section 5А to give statutory recognition to the aforesaid scheme of 
assessment of spouses governed by the Portuguese Civil Code of 1860. The amendment takes retrospective effect from assessment 


year 1963-64 and onwards. Consequential amendments have be 1 ari i ing wi i 
of assessees [Refer section 50 of the Finance Act, 1994]. en carried out to VATIGUE SeeHony dealing eae 


14. | Amendments relating to payment of advance tax during the financial year ending on 313-1995 and subsequent years: 
141 DUE DATES OF PAYMENT OF ADVANCE TAX FOR COMPANIES CHANGED : 


[Substitution of section 21 1(1) w.e.f. 1-4-1994 (assessment year 1995-96 and onwards). Refer section 44 of the Finance Act, 1994] 


At present, both for company and non-corporate assessee due dates for paying advance tax instalments are the same 
namely on or before 15th September, 15th December and 15th March. The quantum of each instalment is also the same namely 
30%, 60% and 100% of the tax payable on the returned income, in three instalments, each time payment made in earlier 
instalment or instalments being taken into account to arrive at the sum to be paid. 


Under the amendment, the due dates as well as quantum of instalment have been changed in the case of a company 
assessee, in relation to advance tax payable during the financial year ending on 31-3-1995 and subsequent years as under: 
Due date of instalment Amount payable 


1. On orbefore 15th June am Not less than 15% of such advance tax. 


9. On or before 15th September -. Notless than 45% of such advance tax, as reduced by the amount, if any, 
paid in the earlier instalment. 


3. Onorbefore 15th December ac Not less than 7596 of such advance tax, as reduced by the amount or 
amounts, ifany, paid in the earlier instalment or instalments. 
4. On or before 15th March .. . The whole amount of such advance tax as reduced by the amount or 


amounts, if any, paid in the earlier instalment or instalments. 
The due datcs and the quantum of advance tax payable by non-corporate assessee remain unchanged as at present. 


14.2 AMENDMENT TO PROVISIONS RELATING TO INTEREST FOR DEFERMENT OF ADVANCE TAX : 
[Amendment of section 234 C(1) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 45 of the Finance Act, 1994] 


(A) Atpresent, advance tax paid upto 31st March is taken into account, even though the due dateis 15th March and 
in such a case no interest is chargeable for deferment of advance tax u/s. 234C. The amendment which takes effect from 
1-4-1995 (assessment year 1995-96 and onwards), provides that interest shall be leviable u/s. 234C in respect of both 

‘company and non-corporate assessec. In such a case, if the advance tax paid by the assessee on his current income on or 
before 15th March is less than tax due on the returned income, then, the assessce is liable to pay simple interestat 11496 on 
the amount of the shortfall from the tax duc on returned income. 

(B). At present, interest for deferment of advance tax, payable by the company, is as per the notes appearing in 
sub-item (ii) on page 282. Under the amendment, wef. 1-4-1995 (assessment year 1995-96 and onwards), in the case of a 
company which is liable to pay advance tax u/s. 208 has failed to pay such tax or the advance tax paid by the company on 
its current income on or before 15th June or on or before 15th September or on or before 15th December is less than 15% 
or 45% or 75% respectively of the “tax due on the returned income”, then, the company shall be liable to pay simple 
interest (which is mandatory) at the rate of 1496 per month for a period of three months on the amount of the shortfall 
from 15% or 45% or 7596, as the case may be, of the “tax due on the returned income". However, if the advance paid by the 
company on its current income on or before 15th June or 15th September, is not less than 12% or, as the case may be, 36% 
of the “tax due on the returned income", then, the company shall not liable to pay any interest u/s. 234G on the amount 
of shortfall on those dates. As regards, instalment payable on or before 15th March, interest u/s. 234C will be leviable as 
discussed in para (A) above. ' 


15. Amendment relating to waiver of penalty, etc., in certain cases : 
[Insertion of new sub-section (7) in section 273A w.e.f. 1-6-1994. Refer section 48 of the Finance Act, 1994] E. 
At present, the reduction or waiver of penalty u/s. 271(1)() or 27 1(1)(iii), or 273 or interest u/s. 139(8) or 215or 27m — 
relation Ое year 1988-89 and earlier years is to be done by the Commissioner or the Chicf Commissioner. Where the — 
penalty to be imposed excecds the monetary limits specified in section 273A, the prior approval of the Board is necessary. _ 


Under the amendment, w.e.f. 1-6-1994, the power to reduce or waive the penalty or interest is tobe exercised only by the — 
Commissioner. Where the amount of income/penalty exceed the monetary limits specified in section 273A, an order fo ducing | 
or waiving the amount of penalty shall be made by the Commissioner with previous approval of the Chief Com: 
Director-General. Thus, the previous approval of the Board will not к сс 5 poas already pending before 
i i i d to the Chief Commissioner and Director-General. — UA 
2nd the said casei jand парин а ‘Bhawan Varanasi Collection. Digitized by eGangotri - 
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III. IMPORTANT AMENDMENTS UNDER THE WEALTH-TAX ACT, 1957: 


1. Amendment to the definition of the term “assets” : 

[Amendment of clause (b) of the Explanation to section 2(ea) w.ef. 1-4-1 995 (assessment year 1995-96 and 

onwards). Refer section 51(t) of the Finance Act, 1994] 

At present, land situated in urban area held by the assessee as stock-in-trade for a period of 3 years from 
the date of its acquisition by him, will not be treated as an asset and hence not chargeable to wealth-tax. Under 
the amendment, w.e.f. 1-4-1995 (assessment year 1995-96 and onwards), the said period has been increased 


from 3 years to 5 years. 
9. Clubbing of net wealth of disabled minor child with wealth of parent dispensed with : 

[Amendment of section 4(1)(a)(ti) w.e.f: 1-4-1995 (assessment year 1 995-96 and onwards). Refer section 52 of the 

Finance Act, 1994] 13 

At present, the net wealth of minor child including disabled minor child is to be included in the net wealth 
of the parent. Under the amendment, w.e.f. 1-4-1995 (assessment year 1995-96 and onwards), the net wealth of 
a disabled minor child in terms of section 80U of the Income-tax Act is not to be included in the net wealth of ány 
parent. Such minor child's wealth will be assessed in the hands of such child. This amendment is corresponding 
to amendment of section 64(1A) of the Income-tax Act [Refer para 9.1 on page 38]. 


IV. IMPORTANT AMENDMENT UNDER THE GIFT-TAX АСТ, 1958: — 
1. Ceiling on exemption for gifts on occasion of the the marriage of dependent relative increased : 


[Amendment of section 5(1)(vii) w.e.f. 1-4-1995 (assessment year 1995-96 and onwards). Refer section 55 of the 
Finance Act, 1994] 


At present, gifts made on the occasion of the marriage of dependent relative is exempt upto Rs. 30,000. 
Under the amendment, from assessment year 1995-96 and onwards, the said exemption limit has been 
increased from Rs. 30,000 to Rs. 1,00,000. i | 


[Continued from cover page No. 2] 
ll. Inthe case of companies, advance tax is to be paid in four instalments as against three instalments as in the 
case of non-corporate assessees [Refer Para 14.1 on page 41]. Shortfall in payment of advance tax on or before 15th March 
liable to interest u/s. 234C in case of all assessees [Refer Para 14.2(A) on page 41]. 


In relation to other assessment year & coming into force on certain dates: 

1. W.e.f. 1-4-1965, income of persons residing in Goa, Dadra and Nagar Haveli and Daman and Diu governed 
by the Portuguese Civil Code of 1860 — income from all sources (except э) to be apportioned equally between 
husband and wife and to be assessed separately and not as AOP/BOI [Refer Para 13.3 on page 41]. , 

.. 2. From assessment year 1991-92 and onwards, contributions made, by an individual, іп the name of spouse/ 
child of the individual, in the Public Provident Fund А/с, unit-linked insurance plan of UTI/LIC Mutual Fund, eligible for 
rebate of income-tax u/s. 88 [Refer Para 11.1(A) on page 39]. i i 

, 9. From assessment year 1993-94 and onwards, expenditure incurred for medical treatment of employee/his 
family members in approved hospitals exempt even where the employer reimburses such expenses. The exemption Is 
subject to the condition that employee attaches with return of income a certificate from the hospital specifying the 

rescribed disease or ailment for which medical treatment was required and also the receipt for the amount paid to the 
ospital [Refer Para 5.1 on page 34]. s 
Eds 4. à F iom усеше, са CER and OCTO estimated income method for assessees engaged in the business 
of: (a) civil cons on, etc.; an ing, hiring or leasing goods carri 1 i i 
Ae CEPR SUC Ph Шш ca [4 g goods carriages, prescribed under newly inserted sections 
_ B. From assessment year 1994-95 and onwards, deduction in respect of donations to certain funds, etc., u/s. 80G 
willbe Aes even where the aggregate amount of qualifying donations à less than Rs. 250 ina TV [Refer Para 10.2(b) 
on page 39]. Шей. 
6. _ From assessment year 1994-95 and onwards in the case of a compan „ due date fe i fincome/ 
wealth which is due by 31st December changed to 30th November [Refer page 181 & 256 and oe et on páge 40]. 
7.  Assessee can file direct appeal against intimation received u/s. 143(1)/143(1B) on or after 1-6-1994 [Refer Para 


13.2 on page 40]. 
WEALTH-TAX 


From assessment year 1995-96: (a) urban land held by the assessec as stock-in-trade fo’ i inst 3 
years from the date of its acquisition by him, not liable to wealth-tax [Refer Para 1 ар eod б. T 
handicapped minor child not to be clubbed with wealth of any parent [Refer Para 9 above] | Бн 
GIFT-TAX . i 
From assessment уеаг 1995-96, ceiling on exemption for gifts on occasi j ive 
increased from Rs. 30;000 to Rs. 1,00,000 [Refer Para 1 above]. © быы eoor ЕНШЕ ЕШ 
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DEFINITIONS/PREVIOUS YEAR 


;EXPLANATORY NOTES ON SALIENT FEATURES OF THE ІМСОМЕТАХ ACT: 
I. GENERAL 
[From assessment year 1991-92 arid onwards] 


The Indian Income-tax Act, 1922 which was in force upto and including the assessment year 1961-62 
was repealed with effect from Ist April, 1962 and in its place a new Act called the Income-tax Act, 1961 was 
introduced which is the operative Act for and from the assessment year. 1962-63. Since its introduction, the 
new Act has undergone innumerable changes by way of amendments, substitutions, deletions and insertions of 
various provisions so much so that it-is difficult to keep track of the frequent changes made and the years from 
which these have become effective. Salient features of the Act are explained in a very simple language so as to 
make them understandable in respect of assessment year 1991-92 and onwards. 
nem ke (i) Assessment 

The Income-tax Act is a machinery for computing the total income of the previous year from various 
sources as classified in section 14. Such computation or assessment is made after allowing various exclusions, 
exemptions and deductions as provided in the Act. The Income-tax Act does not, however, prescribe the rates 
at which tax is to be charged. Section 4 of the Income-tax Act lays down that income-tax shall be charged for 
any assessment year in respect of the total income of the previous year computed under the Income-tax Act at 
the rates prescribed by the Finance Act which is passed every year by the Parliament. Thus, while the total 
income is computed under the Income-tax Act which is a permanent enactment, the tax payable on such 
income has to be worked out at the rates laid down in the Finance Act which is an annual enactment. An 
assessment, therefore, comprises of two stages (1) computation of total income and (2) determination of the tax 
payable thereon. When both these stages are completed, an assessment is said to have been made. 


As the Finance Bill is usually passed by the Parliament and receives the assent of the President long after 
Ist April, the question arises “what would be the effective rates at which tax has to be charged for the current 
assessment year during the pendancy of the bill?" 'The answer to this question is provided in section 294 of the 
Income-tax Act which lays down that the effective rates in that case would be the rates in force in the preceding 


assessment year or the rates proposed in the Finance Bill in respect of the current assessment year, whichever 
is more favourable to the assessee. 


To sum up, the tax in relation to the income of any assessment year is to be charged with reference to 
‘the rates enacted by the Finance Act'of that year. To illustrate, if the assessments in respect of the earlier 
assessment years 1999-93 and 1993-94 are completed during the financial year 1994-95, the rates at which tax 
is to be charged for the said years would be the rates laid down under Part I of the First Schedule to the 
Finance Act, 1992 and Part I of the First Schedule to the Finance Act, 1993, respectively. 


(ii) Assessment year 
[Section 2(9)] 
The question then arises as to what is an assessment year? In the Income-tax Act, the Income-tax year 
is described as assessment year, that is, the year in which the income of the previous year which ended before 
‘the commencement of the assessment year, is to be assessed. The assessment year comprises of a period of 
twelve months corresponding to a financial year, commencing from Ist April and ending on 31st March. Thus, 
the assessment year 1994-95 commenced from Ist April, 1994 and would end on 31st March, 1995. 


(iii) Previous year 
[Section 3] 
Uniform previous year ending on 315% March: 

There will be only one previous year for all assessees ending on 31st March for all sources of income. In 
other words the financial year immediately preceding the assessment year shall be the uniform previous year. 
In the case of newly set up business or profession during the financial year, the previous year will end on 31st 
March, even though the period comprised in the previous year may be less than 12 months. For example, an 
assessee has started a new business on 1-7-1993. His previous year for the assessment year 1994-95 would be 
of 9 months beginning from 1-7-1993 and ending on 31-3-1994 and for the subsequent assessment years his 

' previous year will consist of 12 months beginning with Ist April and ending on 31st March [Proviso to section 
3(1)]. 
(iv) Assessee 
een na af maney fecti еол КАЛПЫ: 
5 is a person by whom апу tax or any other sum of money (such as interest, penalty) 15 

S Ob ntum nm in E of whom any proceeding under the Act has been taken for the 
"assessment of his income or loss or of the income or loss of any other person in respect of which he is 
assessable or of the amount of refund due to him or to such other person- It also includes every- person 


med i ( r the Income-tax Act, 1961. 
deemed to be an assessee under Chapter XV of the Inco 
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Under section 2(31) of the Income-tax Act, assessecs are divided into the following categories: 
(i) Individual; | 
(ii) Hindu undivided family which consists of all persons lineally descended from a common male 
ancestor and is assessable in respect of income derived from the joint family corpus not being the 
income earned by its individual members in their individual and personal capacity; 
(iii) Company: As defined under section 2(17) (e.g. any Indian company); | 
(iv) Firm: [A partnership of two or more persons (but not exceeding 20 persons) carrying on a business 
or profession constituted under the Indian Partnership Act, 1932]; 
(v) Association of persons or a body of individuals (i.e. combination of persons formed for promoting 
a joint venture or joint enterprise, executors of an estate, trustees of a trust, etc.); 
(vi) Local authority (e.g. Municipality, Local Boards, etc.); and a 
(vii) Every artificial juridical person, not falling in any of the preceding categories (i.e., a Hindu deity). 
(у) Residence in India 
(Section 6) 
The income liable to tax in the hands of an assessee is determined on the basis of residential status. For 
this purpose, the assessees are divided into the following two categories: 
(i) Resident in India, and 
(ii) Non-resident. 
Individuals and Hindu undivided families who are resident in India are again classified as: 
(а) Ordinarily resident, and 
(0) Not ordinarily resident. 


1. TESTS OF RESIDENCE IN RESPECT OF “INDI VIDUALS”: 
ASSESSMENT YEAR 1991-92 & ONWARDS: 

Section 6 of the Income-tax Act, deals with residence in India. The residential status of an individual 
would be determined as under: 

(1) An individual will be treated as resident in India in any previous year if he fulfills any of the 
following two conditions: 

(a) he is in India in that year for a period or periods amounting in all to 182 days or more; or 

(b) having within the four years preceding that year been in India for a period or periods 

amounting in all to 365 days or more and has been in India for 60 days or more in that year. 


(2) Under Explanation to section 6(1) of the Income-tax Act, the residential status of an individual 
who is rendering service outside India and who visits India during leave or vacation in any previous 
year or an individual who is outside India and who comes on a visit to India in any previous year will be 

| determined as under: 


| (a) An Indian citizen who leaves India in any previous year for the purposes of employment 

outside India or as a crew member of an Indian ship! would be treated as resident in India if the 
period of his stay in India in that year amounts to 182 days or more [instead of 60 days as stated in | 
1(b) above]. Conversely, if the period of his stay in India is less than 182 days, he will be treated as | 
non-resident for that year and his foreign income would not attract tax liability. 


_. €) An Indian cifizen or a person of Indian origin? who resides outside India and who comes on à | 
visit to India in any previous year will be treated as resident in India— | 


SLE ] bot Upto assessment year 1994-95: | 
xd um їп e in that je шош to 150 days or more [instead of 60 days as ' 
stated in 1(b) above]. Conversely, he will be treated -resi i i his | 
stay in India in that year is less than 150 days; Бадаа наа со | 


РР коа jasanen year 1995-96 and onwards: | 
if his stay in India in that year amounts to 182 days or more [instead of 60 days as 
stated in 1(b) above]. Conversely he will be treated -resi i i is 
stay in India in that year is less than 182 days. лаасы me es enn 
(3) An individual (whether Indian citizen or not) who is outside India and isit (0 
India in any previous year will be treated as “non-resident” in India if his m a Fae previous 


year is less than 182 days subject to the condition that during th i i i 
in India does not amount to 365 days or more. Пав етее ца faur previous ycam М s 


]- We.f. 1-4-1990, such crew members would be treated as “non-resident” in India if th 


- waters of indie for 188 days or more during any year — Vide Circular No, 586 dt. 28-11-1990 [186 1 HRS T outside the territorial 


ES na [ди m pason ап риа to be of Indian origin if he, or either of his parents or any of his grand-parents, was born iu undivided 
E ү 2 L] 
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EXAMPLES: (1) Mr. A who was abroad, returned to India on 1-7-1993 and again left India on 10-1-1994. Since his stay 
in India during the previous year exceeds 181 days, he will be regarded as “resident” for the 
assessment year 1994-95 [Section 6(1)(a)]. However, if his stay in India during the preceding four 
previous years (1989-90 to 1992-93) was less than 365 days and his stay in India during the previous 


yer | OM was less than 182 days, he will be regarded as "non-resident" for the financial year ending 
on 31-3- $ 


(2) Mr. A who is an Indian citizen or a person of Indian origin came оп a visit to India on 1-7-1993. He left 
India on 15-12-1993 i.e. after a stay of more than 150 days. Prior to 1-4-1993, he was in India for over 
365 days during the previous years 1989-90 to 1992-93. He will be regarded as "resident" for the 
assessment year 1994-95 as his stay in India during the previous year 1993-94 is of more than 150:days 

[Section 6(1)(c) read with Explanation]. 

Mr. A who is an Indian citizen or a person of Indian origin, returned to India on 1-7-1993 on a visit. 

He left India on 25-11-1993 i.e. after a stay of 148 days. Prior to 1-4-1993, he was in India for over 365 

days during the preceding four previous years 1989-90 to 1992-93. In this example, Mr. A will be 

regarded as “non-resident” for the assessment year 1994-95 as his stay in India during the previous 
year 1993-94 was less than 150 days [Section 6(1)(c) read with Explanation]. 

(4) Mr. Awho is an Indian citizen leaves India on 25-9-1993, as a member of the crew of an Indian ship or 
for the purposes of employment outside India and comes to India on a visit after Ist April, 1994. He 
was in India for over 365 days during the preceding four previous years 1989-90 to 1992-93. For the 
assessment year 1994-95, Mr. A will be regarded as “non-resident” despite the fact that he was in India 
for a period of more than 365 days in the preceding four previous years and was in India for more than 
60 days but less than 182 days during the previous year 1993-94 [Section 6(1)(c) read with Explanation]. 


(8 
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ORDINARILY RESIDENT AND NOT ORDINARILY RESIDENT 


An Individual who fulfils any of the conditions mentioned in section 6(1) is treated as resident in India. 
But in order to become an "ordinarily resident" also, he must satisfy the following two conditions as laid down 
under section 6(6) of the Income-tax Act, 1961: 


(1) He should have been resident in India in nine out of the ten previous years preceding the 
previous year in which he is resident within the meaning of section 6(1); and 

(ii) He should have been in India for a period or periods amounting in all to 730 days (i.e. 2 years) 
or more during the seven years preceding that previous year. 


If he does not fulfill any of the above conditions, he will be treated as “not ordinarily resident" as per 
example given hereunder: 


EXAMPLE: : : Mr. A, who із a citizen of India, left India on 25th April, 1990 and came back on Ist July, 1993. During the 
period from 25th April, 1990 to 31st March, 1993, he visited India every year but his stay in India did not 
exceed 149 days during financial years 1990-91 to 1992-93. During the period from Ist April, 1993 to 30th 
June, 1993, he did not visit India. From 1st July, 1993, he settled in India and was staying in India. His 
status for various assessment years will be as under: 


Financial years Assessment years Status 

1990-91 to 1992-93 1991-92 to 1993-94 Non-resident? 

1993-94 to 2001-2002 1994-95 to 2002-2003 Resident but not ordinarily resident‘ 
2002-2008 & onwards 2003-2004 & onwards Resident and ordinarily resident® 


2. RESIDENTIAL STATUS OF H.U.F, FIRM & OTHER ASSOCIATION OF PERSONS: 


A Hindu undivided family, firm or other association of persons is said to be resident in India in any 
previous year except where during that year the control and management of its affairs is situated wholly 
outside India. 

3. RESIDENTIAL STATUS OF A COMPANY: | 

А company is said to be resident in India in any previous year if it satisfies any of the following two 
conditions: 

(1) itis an Indian company, or . NA 4 от 
(ii) during that year, the control and management of its affairs is situated wholly in India. — 

3. Since Мт. A has stayed in India only for 25 days during the financial year ending on 3 Ist March, 1991, hisstatus forthe assessmentycar —— 
1991-92 will eec as he does ror AAN either of the two conditions mentioned in section 6(1). During the financial years 1991-92 5: 
1999-93 (assessment years 1992-93 3: 1993-94) he visited India for less than 150 days, in each financial year and as such his status for thesaid — 
assessment years will also be non-resident, ; $ ое Eg 

jal ending оп 31-3-1994 (assessment year 1994-95) his status vill be resident as he has stayed in India for 

189 dx Honc ae decr i fulfill boh the conditions laid down under section 6(6), as referred to above, In the circumstances, his sta for 

the assessment years 1994-95 to 2002-2008 will be “Resident but not ordinarily resident” and as such, ea which accrues or arises him 
outside India is not liable to Бе included in the total income for the assessment years 1991393 to 2002- OB hne Ss one LE е 

5. Forthe assessment year 2003-9004, the status o£ Mr. A will be resident and ordinarily resident as he fulfills both the con ns laid down 


Э 
ії 
ы ў. 
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.4. NON-RESIDENTS: 


(1) An individual who does not satisfy both the conditions as mentioned on page 44 for residence in 
India as laid down in section 6(1) will be treated as “non-resident” in that prévious year. 

EXAMPLE: Mr. A, who is neither a citizen of India.nor a person of Indian origin, was in India for over 365 da 
during the financial years from 1989-90 to 1992-93. However, he did not visit India during the financia] 
year 1993-94 except for 59 days. In this case, Mr. A will be regarded as “non-resident” for the assessment 
year 1994-95, as his stay in India during the financial year 1998-94 was less than 60 days. 


(2) A Hindu undivided family, firm or other association of persons will be treated as "non-resident" in 
India in any previous year if the control and management of its affairs is situated wholly outside India during 
that year. 

(3) A company will be treated as "non-resident" in India in any previous year if it is not an Indian 
company and also if the control and management of its affairs is not situated wholly in India in that year. 

It may be noted that under the Income-tax Act, the status of “not ordinarily resident" is accorded only 
to "Individuals" and “Hindu undivided families” and not to any other categories of assessees. Accordingly, 
remaining categories of assessees are classified either as “resident” (which means “ordinarily resident") or 
“non-resident”, as the case may be. - 


5. SCOPE OF INCOME LIABLE TO TAX: 
(Sections 5 & 9) 
(1) Persons who are resident and ordinarily resident are chargeable to tax on all income: 
(a) which is received or is deemed to be received in India; 
(b) which accrues or arises or is deemed to accrue or arise in India; and 
(c) "which .accrues or arises outside India. : 


(2) The liability of the persons who are resident but not ordinarily resident is the same as in the cast of 
persons who are resident and ordinarily resident except that the income-which accrues or arises outside India 
is not includible in their total income unless it is derived from a business controlled in’or a profession set up 
in India. i is ; 

(3) Non-residents are liable in respect of income received or deemed to be received in India or which 


accrues or arises or is deemed to accrue ог'агїзе їп India. They are not at all liable in: respect ‘of: income 
accruing or arising outside India even if it is remitted to India. bn i i TER 


"However, no income shall be deemed to accrue or arise-in ‘India to non-resident news agencies:or film 
makers, where their operations in India are confined to gathering and transmitting news outside India or 
‘shooting films in India. — : tirant UR 

The following incomes which are payable outside India, are deemed to arise in India — 
(a) dividend paid by an Indian company; 
(b) interest payable on money borrowed and brought into India; and 


“= (су royalty and technical service fees where the royalty is payable in respect of any right or fees are 

payable in respect of technical services used for business. or profession.in India. Royalty and 

technical service fees will be exempt, if payable: (1) through an agreement made before 1-4-1976 

„Which is approved by the Central Government & (2) w.e.f 1-4-1991; also in respect of computer 

. software supplied by a non-resident manufacturer along with a computer or computer based 
equipment under approved specified scheme of the Government of India; "^" ~ Юша 

It may be noted that special provisions are applicable in respect of the taxability of income of non- 

resident Indian citizens and foreign nationals of Indian origin derived from specified foreign exchange assets 

as discussed at length in item (vi) on page 47. "Dni ги. amsbreys И NER zi (5C 

(4) Remittances out of foreign income received in India are entirely exempt from income-tax in the 

case of "resident" as well as “non-resident” assessees. However, the foreign income even though not remitted 

to India is liable to be charged to tax on accrual basis in the case of every ordinarily resident assessee but in 


LI 


"the case of not ordinarily resident assessees such foreign income is chargeable on accrual basis if it arises from 
‘business controlled in ora profession set up in India as stated їп (2) above. exin ПЕД, 


ILLUSTRATION: Mr. X has income from the following sources:— \ iv E 
г (a) Income from house property in India EC aires) AINT - ES EE proc gibus, Hc „4. Rs. 15,000 
_ b) Income from proprietary business in India... к .. Rs. 20,000 
(c) Dividend on shares in Indian companies emer oe ast da грба vat law Вз. 15,000 


. Income in India carriedover .. |... Rs. 50,000 
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Income in Indía brought over e. 98. 50,000 
(d) Foreign income: 


() Interest on deposits with banks situated outside India (not accrued in India) Rs. 7,000 


(i) Dividend on shares in foreign companies (not accrued in India) 2 00 .. Rs. 3,000 
Foreignincome M .. Rs. 10,000 _ Rs. 10,000 
Gross total income 1 Sn Rs. 60,000 


If Mr. Xis "resident and ordinarily resident in India”, his gross total income under the Income-tax Act will be taken at 
Rs. 60,000. However, he will be entitled to relief in respect of double taxation under section 90 or section 91 of the Act in 
respect of forcign income of Rs. 10,000 which has suffered tax in India as well as in foreign country. 


_. If Mr. X is “resident but not ordinarily resident in India", his gross total income will be taken at Rs. 50,000 and the 
foreign income of Rs. 10,000 will not be included in his total income as it does not arise from a business controlled in or 
profession set up in India. : i 


If Mr. X is “non-resident in India”, he will be assessable only on his Indian income of Rs. 50,000.and his foreign income 
from whatever source will not be included in his gross total income. 


6. PERSON RESIDENT OUTSIDE INDIA: 


The interest income from Non-Resident (External) Account in any bank in India is exempt under 
section 10(4)(ii) in the case of an individual who is a “person resident outside India" [as defined in 2(q)* of the 
Foreign Exchange Regulation Act] or w.e.f. 1-4-1991, is a person who has been permitted by the Reserve Bank 
of India to maintain the aforesaid Account. ; ' 

`А citizen of India who stays out of India for employment or business, or а citizen of India who stays 
outside India for any other purpose, with an intention to stay outside India for an uncertain period, will be 
considered “person resident outside India”: ; : : і ^ 


(vi) | Special provisions relating to certain income of non-resident Indian citizen and 
foreign nationals of Indian origin: { 
‚ [Section 115-C to 115-I] :.. < : 3 
The salient features of the special provisions are as under: ! 153 ^i id 
(1) The income derived by non-resident Indian’ ‘from: any foreign: exchange asset is called 
“Investment income”. For this purpose, “foreign exchange assets” means any specified asset acquired or 
' purchased with, or subscribed to in, convertible foreign exchange*. The assets so specified under section 
115-C (f) are: ae dk: beats 
(1) shares in an Indian company; jo 
(2) debentures issued by a public limited Indian company; 
(3) deposits with a public limited Indian company; 
(4) 'securities of the Central Government; and 
`(Б) such other assets as may be notified by the Central Government. 
(ii) In computing the “investment income”. ofa non-resident Indian, no deduction will be allowed: 
(a) in respect of any expenditure or allowance under any provision of the Income-tax Act, 
(b) in respect of deductions permissible under Chapter VIA, and 


(с) іп respect of deduction’ available under old section 48(2), upto assessment year 1992-93- 
From assessment year 1993-94 and onwards, the provisions of the 2nd proviso to substituted 
section 48 [relating to "adjusted cost" (refer page 121)] will not apply. i замо 
However, where the non-resident Indian elects to furnish return of income to the Assessing Officer - 
for any assessment year the deductions permissible under the provisions of Income-tax Act will be 
allowed for. that year as explained in example No. (1) to (3) on pp. 49-50 [Section 115-D]. a Aher 


ee BA a 


+ 
a 


P $ . 7 а . d * И 3 км ао szasifeuxA up s А =: 
.  UnderSection 2(q) of the Foreign Exchange Regulation Act, 1973: "person resident outside India" meansa person who is not resi esident - 
in ња, It may be nated йереп resident in India" їз elaborately defined under section 2(p) of the said Act. o stade E EE Xm 
“17, “Non-resident Indian" means an individual, being a citizen of India ora person of Indian origin who is nota "resident, 1. 
„A person shall be deemed to be of r he comets es 
8. "Convertible foreign exchange" means foreign exchange which is for 
foreign exchange for the purposes of the Foreign Exchange Regulation Act, 1973, 
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(iii) Where the total income of a non-resident Indian consists only of "investment income" and/or 
income by way of "long-term capital gains?" arising from the transfer of any foreign exchange asse | 
such income shall be charged to tax at a flat rate of 2096 by way of income-tax [Section 115-E(1)]. 


We.f. 1-4-1990 (assessment year 1990-91), the proviso to section 48(1)(a)/48'! provides 4 | 
separate method of computation of capital gains (whether short-term ог long-term) arising from 
transfer of shares or debentures of an Indian company held by a non-resident Indian. The cost of 
acquisition, expenditure incurred in connection with such transfer and the full value of consideration | 
received or accruing as a result of such transfer should be converted into the same foreign currency as 
was initially utilised for the purchase of the said shares or debentures. The capital gains should be 
computed in that foreign currency and then such gains should be reconverted into Indian currency ! 
This manner of computation of capital gains will be applicable in respect of capital gains accruing ог | 
arising from every reinvestment thereafter in, and sale of, shares or debentures of, an Indian compan 
[Proviso to section 48(1)(a)/1st proviso to substituted section 48"']. Refer example No. 4 on page 50. 


(iv) The income from foreign exchange assets (called investment income) and long-term capital | 
gains arising on transfer of any such asset will constitute a separate block of income and charged to | 
income-tax at a flat rate of 20% by way of income-tax”. If the non-resident Indian has any other income | 
in India, such other income will constitute as an altogether separate block of income and charged to tax 
as if such other income were the total income. The aggregate of income-tax!? so calculated in respect of 
the said two blocks of income will be the tax payable for the relevant assessment year [Section 115-E(2)] 
Refer examples on pp. 49-50. 


(у) The long-term capital gains arising from the transfer of any foreign exchange asset will be | 
exempt from tax to the extent the net proceeds realised on transfer are re-invested or re-deposited | 
within six months after the date of such transfer in any asset (hereafter referred to as the new asset) 
mentioned hereunder: | 


(a) Specified assets [as mentioned in para (i) on page 47]; or 
(b) Savings certificates!* notified under section 10(4B). 


However where the new asset is transferred or converted (otherwise than by transfer) into 
money within a period of three years of its acquisition, the capital gains arising from the transfer of the | 
original asset which has been exempted from tax shall be deemed to be the long-term capital gains of : 
the previous year in which the new asset is transferred or converted into money [Section 115-F]. 


(vi) A non-resident Indian has the option to claim that in respect to any particular assessment year 
the special provisions relating to taxation of "investment income" and "long-term capital gains" under 
which the tax on such income is to be charged at a flat rate should not apply to him. Such option can be | 
exercised by furnishing his return of income for that assessment year u/s. 139 declaring therein that the | 
flat rate should not apply to him. In cases where such option is exercised in respect of any assessment | 
year, the whole of the total income of that assessment year will be charged to tax under the general | 
provisions of the Income-tax Act [Section 115-1]. 


(уп) A non-resident Indian who becomes a resident in any subsequent year has the option to claim | 
that the special provisions of Chapter XII-A shall continue to apply to him in relation to income derived | 
from foreign exchange asset (other than shares in Indian companies) for that. assessment year and for | 


sS every subsequent assessment year until the transfer or conversion of such assets into money. Su 


option сап be exercised by furnishing a declaration in writing to that effect along with his return of | 
income for that assessment year [Section 115-H]. 


(viii) A non-resident Indian having only investment income or income by way of long-term capital | 

gains arising from the transfer of any foreign exchange asset or both need not file the return of his | 

; income under section 139 if the tax deductible from such income has been correctly deducted at source. | 
i However, it is permissible for him to opt under section 115-I of the Income-tax Act to submit the return | 
of income and claim the refund due to him, if any, as explained in example No. (1) to (3) given: 
hereafter [Section 115-G]. | 


9. "Long-term capital gains” means income chargeable under the head “Capital gains" ге to ї i ign exchange | 
asset which is not a short-term capital asset. For definition of жетер EDEN capital assct, refer e ap: pu | 
10. Surcharge оп income-tax is not payable from assessment year 1991-92 and onwards [Vide secti 8 iso to section | 
2(7) of the Finance Act, 1990, the Finance (No. 2) Act, 1991, the Finance Act, 1992, 1993 & 1994]. oo: 20) undi бсн prat | 
11. The benefit of computing the capital gains on sale of shares/debentures of an Indian company, as explained in the para, available to non- 1 


resident Indians has been extended to all non-residents including non-resident Indians in relation to assessment year, 1993-94 and onwards [Vide | 
Ist proviso to substituted section 48]. 


; 12. Notified savings certificates are 6-year National Savings Certificates VIth Issue and VIIth I Noti 5,0. 653(E), dated 
September 8, 1982, 137 ITR (St.) 48]. ene NoHBcatlon No: e 
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__ (I). Mr. A who is a citizen of India and has settled outside India. He comes on a visit to India every year but his stay in 
India during the financial years 1989-90 to 1993-94, is less than 150 days. His status for the purposes of section 6 is non- 


resident. His “investment income” in India during financial year 1993-94 as a result of various investments made by him in 
foreign exchange asset is.as under: idt ; 


(i) Dividend income in respect of shares in an Indian company 


T Rs. 12,000 
(1) Interest on debenture issued by a public limited Indian company. . Rs. 15,000 
(ii) Interest on deposits with a public limited Indian company... - Rs. 15,000 

Investment income Rs. 42,000 
At the time of payment of such “investment income”, the tax deducted at source at the rate of 
20% on account of income-taxis ..  .. LETS: ác E o6 as єз ac Rs. 8,400 


Assuming that Mr. A has only "investment income" in India and he elects under section 115-I not to be governed by 
Chapter XII-A and opts to furnish his return of income under section 139 declaring therein that the provisions of 


Chapi XII-A shall not apply, then, his tax liability for the financial year 1993-94 is to be worked out as given 
1ercunder: 


Income accruing or arising in India (investment incomc) oc 3e 20 2c 6G oe Rs. 42,000 
Less: Permissible deduction: 


Maximum deduction in respect of dividerid income under section 80L(1). 2 cb Rs. 10,000 
i Total (taxable) income .. Rs. 39,000 

Tax deducted at source on Ёз.49,000@90® 1... i... ва. 8400 
Less: Income-tax payable on total (taxable) income of Rs. 32,000 (Refer page 211) ..- .«  Rs.- 400 
Refund.dueto Mn A  .. Rs. 8,000 


NOTE: In order to be entitled to this refund of Rs. 8,000, Mr. A should submit the return of income together with a 
refund application and declaration аз stated above on or before 31-3-1996. 


(2) In the above example, if the “investment income" із Rs. 1,30,000 made up of dividend income (from an Indian 
company) Rs. 40,000, interest on deposits with a public limited Indian company Rs. 10,000 and.debenture interest income from 
public limited Indian company Rs. 80,000. 


Investment income on foreign exchange assets 38 Ste 5 ag da S Б Rs.1,80,000 
Income tax deducted at source@20% аа. Rs, 28000 


In this example, it is not in the interest of Mr. A to opt for submission of return of income under section 139. It is so 
because after taking the maximum deduction of Rs. 10,000 under section 80L, the total income liable to tax would be 
Rs. 1,20,000 and income-tax thereon at the Scheduled rates would be Rs. 97,000 (Refer page 214) as against Кз. 26,000 
deducted at source under the special provisionis. Ў ( 1 


(3) Assuming that during financial year 1993-94 in addition to investment income of Rs. 25,000 by way of dividends 
from Indian companies, Mr. A has interest income of Rs. 50,000 in India being interest on bank fixed deposits. : 
Aggregate tax deducted at source: 
I. In respect of investment income of Rs. 25,000 @ 2096 3 
9. In respect of interest income of Rs. 50,000 on bank deposits @ 3096. 


(а) Mr. A ofits that provisions of Chapter ХПА (Refer page 48) may not apply: 
' Investment income .. ШЕТ + 29 E ae ss 
Interest on bank deposits s- ..  .. cies «- st 


Gross total income. . 
Less: Maximum deduction in respect of bank interest and dividend u/s. 80L(1) .. 


Taxable income .. 


Income-taxideductedat source |.. A О И... E e ae 
Less: Income-tax on total (taxable) income of Rs. 65,000 (as per page 218). Mere Reo 
eoi . -RefundduetoMrnA  .. Rs L 
In order to be entitled to this refund of Rs. 11,500, Mr A should submit the геш 
-refund application as stated in note to example (1) above: ~ iA ie à 
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(b) If Mr A desires that provisions of Chapter XITA (refer page 48) shall apply: 
(i) Income other than investment income: F 


Interest on bank fixed deposits a5 Jó He ae . Rs. 50,000 
Less: Deduction u/s. 80L: Maximum deduction restricted to. . . Rs. 10,000 
Income other than investmentincome in India . Rs. 40,000 
Tax deducted at source on interest income of Rs. 50,000 (2 30% .. . Rs. 15,000 
* Less: Income-tax on Rs. 40,000 (Refer page 211) ag .. Rs. 9,000 

Refund due. . ac ee 3c Rs. 13,000 

(ii) Investmentincome: : 

Dividendincome. . . Rs. 25,000 
Income-tax on Rs. 25,000 (9 2096 u/s. 115 E .. vs o6 vx .. Rs. 5,000 
Less: Tax deducted at source on investment income of Rs. 25,000 @ 20%.. Rs. 5,000 

Refund due dg ao Rs. NIL 

Refund due to Mr. A ag an Rs. 13,000 


In this example, itisin theinterest of Mr. A that he should optforassessmentunder Chapter XII-A in respect of his investment 
income. : 

NOTE: In cases where the total income ofa person of Indian origin (and who has settled outside India) includes “Investment 
income" itis in his interest that he is governed by the provisions of Chapter XIIA if such investment income exceeds: 


ASSESSMENT YEAR 
1994-95 1993-94 


(1) Rs.1,05,000 Rs.1,03,000  iftheincomeconsistsofinterestincome inrespectof debentures issued by an Indian public 
limited company and/or interest income in respect of deposits with such companies which 
do not qualify for deduction under section 80L. 1 
(2) Rs.1,15,000 Rs.1,10,000 if the income consists of dividend income from Indian company and interest on | 
Government securities amounting to: ; | 
(а) Rs.10,0000rmore, then, qualifying deduction u/s. 80L for assessmentyear 1994-9515 ' 
to berestricted to Rs. 10,000 (for details, refer page 200), 
(b) Rs.7,000 or more, then, qualifying deduction u/s. 80L for assessment year 1993-94 is 
to berestricted to Rs. 7,000 (for details, refer page 200). ! 
The above figure of Rs. 1,05,000 for the assessment year 1994-95 and Rs. 1,03,000 for assessment year 1993-94, may be 
increased to the extent of deduction allowable under section 80L in order to determine atwhat point itis in his interest to optunder ` 
theprovisions of Chapter XIIA. | 


(4) Mr.Awho isa non-resident Indian had purchased shares of an Indian company by investing US $ 1,000. The value in | 
rupees at the time of purchase being Rs. 10,500 (i..e. at Rs. 10.50 per one US $). He sold the said shares for Rs. 32,000 on 1-3-1994 | 
(assessment year 1994-95), when the prescribed conversion rate in accordance with Rule 115A was Rs. 32 per 1 US$. Under the first 
proviso to section 48, the computation of capital gains is to be worked outas under: | | 


Sale price to be converted into the same foreign currency as was initially utilised for the purchase of said shares: 
3 Sale price of shares Rs. 32,000 + Rs. 32 (being the prescribed conversion rate in accordance with 00 | 
$ "o aa sis ac EE ne ^ US$ 1,000; 


Rulel 15A of 1 US $ at the time of sale) s 
Less: Cost of acquisition of shares in US.$ arse EE e XN US$ L000; 
Capital gains 3o oo 05$ МІ 


. In the above example, if the sale of shares had taken place on 1-3-1989 (assessment year 1989-90) instead of 1-3-1994, the | 
provision of proviso to the then section 48(1) (а) would notapply and the capital gains would havebeen Rs. 21,500 [Rs. 32,000 (being | 
sale proceeds of shares) less Rs. 10,500 (being the cost of acquisition of shares)] and Mr. A would be liable to pay tax @ 20% on the | 
capital gain of Rs. 21,500 i.e. Rs. 4,300. 


(vii) New scheme of Advance Rulings in transactions involving non-residents: | 
[Insertion of new Chapter XIX-B-Sections 245N to 245V w.e.f 1-6-1993] | 


With a view to avoid needless litigation involving non-residents, a separate authority is constituted by Ше 
Central Government. ‘Authority’ means the Authority for Advance Rulings (AAR). The AAR will give advance} 
ruling in pursuance of an application for advance ruling in prescribed Form No. 34C in quadruplicate made by the: 
non-resident. Such an application can be withdrawn by the applicant within 30 days from the date of the 
application. The AAR will not allow the application where the question raised in the application: (a) is already 
pending in his case before any income-tax authority, the Appellate Tribunal or any court; (b) involves determination 


1 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


е 


зе а Nelo 


51 l-T NOTES 
DEEMED INCOME 


of the fair market value of any property; and (c) relates to a transaction which is designed prima facie for the 
avoidance of income-tax. The AAR will give advance ruling on question of law or fact in relation to transaction 
which has been undertaken or proposed to be undertaken by a non-resident. The ruling so given by the AAR shall 
be binding on the non-resident, the Commissioner and the income-tax authorities subordinate to the 


Commissions unless there is a change either in law or facts on the basis of which the advance ruling was 
pronounced. 


(viii) Income of other persons deemed to be the income of the person sought to be taxed: 
(Sections 60 to 65) 


(1) Under section 60 of the Income-tax Act, 1961, all income arising to any person by virtue of a transfer 
whether revocable or not and whether effected before or after the commencement of the said Act shall, where there 


is no transfer of the assets from which the income arises, be chargeable to tax as the income of the transferor and 
shall be included in his total income. 


(2) Under section 61 of the Income-tax Act, 1961, all income arising to any person by virtue of a revocable 
transfer of assets shall be charged as the income of the transferor and shall be included in his total income subject to 
the following exceptions made by section 62: 


(i) where the income arises to any person by virtue of a transfer by way of trust which is not revocable 
during the life time of the beneficiary, and, in the case of any other transfer, which is not revocable during the 
life time of the transferee. In such cases, the income in question will be assessed in the hands of the 
beneficiary or the transferee, as the case may be, provided the transferor derives no direct or indirect benefit 
from such income; ог. 


(ii) where the income arises to any person by virtue of a transfer made before 1-4-1961 which is not 
. revocable for a period of six years and the transferor derives no direct or indirect benefit from such income. . 


(3) INCOME OF INDIVIDUAL TO INCLUDE INCOME OF SPOUSE, MINOR CHILD, ETC.: 


(i) From assessment year 1993-94 and onwards, where both the husband and wife are partners in the 
same firm, the share income of the wife will not be included in the total income of the husband and likewise, 
the share income of the husband will not be included in the total income of the wife as clause (i) of section 
64(1) is omitted w.e.f. 1-4-1993 consequent to revised assessment procedure of firms. — 

Upto assessment year 1992-93, where both the husband and wife are partners in the same firm carrying on a 
business (but not profession), the share income of the wife will be included in the total income of the husband if the 
other personal income of the husband is greater than the other personal income of his wife. But if the other personal 
income of the wife is greater than that of the husband, his share of income from the firm will be included in the total 
income of his wife [Section 64(1) (i) read with Explanation 1 to'Section 64(1)]. 

Explanation 1А to section 64(1) provides that where the spouse of an individual is a beneficiary under a trust and 
the trustee joins in a firm carrying on a business in which such individual is a partner, the income arising from such 
partnership to tlie trustee, to the extent it is for the immediate or deferred benefit of the spouse, will be included in the 
total income of the individual. However, in cases where the total income of such spouse excluding such share income is 
greater than the total income of the individual excluding his/her share income from the firm, the share income of the 
individual will be included in the income of the spouse. i 

Where any such income is once included in the total income of either spouse, any such income arising in 
succeeding year shall not be included in the total income of the other spouse unless the Assessing Officer їз satisfied, 
after giving that spouse an opportunity of being heard, that it is necessary to do so [Explanation 1 to section 64(1)]. 

The term “income” includes "loss" and therefore, if the share from the firm із a loss, such loss is to be set off in 
the assessment of the spouse whose total income other than share from the firm is greater [Section 64(1)(@) and 
Explanation 2 to section 64]. à radi 

(ii) In computing the total income of an individual, such income as arises directly or indirectly to the 
spouse of such individual by way of salary, commission, fees or any other form of remuneration in cash onin — 
kind from a concern in which such individual and one or more of his relatives as defined under section 2(41) 
has a substantial interest (that is, not less than 20% of the voting power in a case where the concern is a 
company and in any other case not less than 2096 of the profits of the concern) will be included in the total 
income of such individual [Section 64(1)(ii) read with Explanation 2 to section 64(1)]: — ^ np ei 

However, where both the husband and wife have a substantial interest and both are in receipt of 
remuneration fróm such concern, the remuneration from such concern will be included in the total incom: 
of the husband or wife; as the сазе may be, whose total income excluding such remuneration is grea 
[Explanation 1 to section 64(1)]. ` pcs E Е 

Where the spouse possesses technical or professional qualifications and the income is 
attributable to the application of his or her technical or professional knowledge and experien 
provisions of section 64(1)(ii) shall not apply [Proviso tosecion64(D()] ^^ ^". 
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EXAMPLE 1: Messrs. Dalal & Compar, is a non-professional firm consisting of partners A, B & C sharing profits 
and losses equally. The wife of partner C is entitled to a remuneration of Rs. 2,000 per month without any technical ог 
professional qualifications. The taxability of remuneration of Rs. 24,000 per annum will be dealt with as under: 

(1) The remuneration of Rs. 24,000 will be included in the total income of Mr. C as his share in the firm (one-third) ' 
is not less than 20%. 

(2) Ifthe share of partner Mr. C in the above firm had been less than 2096, the remuneration received by Mrs. C 
would be taxed in her hands. 

(3) If Mrs. C possesses technical or professional qualifications and the remuneration is attributable to the 
application of such technical or professional knowledge and experience, the remuneration received by Mrs. C will be 
taxed in her hands суеп if share of partner Mr. С in the above firm is 20% or more. 


EXAMPLE 2: Mr. А and his wife have a substantial interest in a limited company holding shares carrying not less 
than 20% of voting power in the limited company. Both Mr. А and Mrs. A draw from the company remuneration of 
Rs. 30,000 & Rs. 20,000 respectively. The income of Mr. A & Mrs. A, other than remuneration from the company, is 
Rs. 50,000 & Rs. 40,000 respectively. 

The remuneration received by spouse is required to be included in the total income of the spouse whose other 
income is greater as explained under: 

Total income of Mr A 

Total income other than remuneration ag ac ca Rs. 50,000 
Remuneration from the company: 

(1) Receivable by Mr. A ae T. 5b a0 56 5g i5 де А 
(3) Receivable by Mrs. A but includible іп Mr. A's assessment as provided under 
Explanation 1 to section 64(1) со be со зо og o 


. Rs.. 30,000 
« Rs. 20,000 Кз. 50,000 


Gross total income of Мг. А >.. Rs. 1,00,000 


Total income of Mrs. A 
Total income other than remuneration òS Vs 5 sí. RT o 
Remuneration of Mrs. A from the company zs 3c 35 95 rt .. Rs. 20,000 
Less: Included in the assessment of Mr. A under Explanation 1 to section 64(1) .. Rs. 20,000 Rs. Nil 


Gross total income of Mrs.A .. Rs. 40,000 


Note: If Mrs. A possess technical or professional qualifications and the remuneration is attributable to the 
application of such technical or professional knowledge and experience, the remuneration received by Mrs. A will be 
taxed in her hands. 


; (iii)From assessment year 1993-94 and onwards, the income of a minor child arising from admission to : 
the benefits of partnership will not be included in income of either parent as clause (iii) of section 64(1) is | 
omitted w.e.f. 1-4-1993 consequent to revised assessment procedure of firms and insertion of пем section 
64(1A) [For further details, refer item (ix) on page 53]. 


Upto assessment year 1992-93, the income of a minor child arising from admission to the benefits of partnership even 
though neither of the parent of the minor is a partner in that firm will be included in income of that parent whose total income 
is greater [Section 64(1)(iti)]. ? 

Where а minor child of an individual is а beneficiary under a trust and the trustee joins in any partnership business with | 
any person, the income arising to the trustee from the membership of the trustee їп а firm shall, to the extent such income is | 
for the benefit of the minor child, will be included in the total income of that parent who has the greater income [Explanation 
ЭА to section 64(1)]. | 


.. (у)Апу income which arises directly or indirectly to the spouse of any individual from assets transferred : 
directly or indirectly to the spouse by such individual otherwise than for adequate consideration (love and affection | 
is notan adequate consideration) or in connection with an agreement to live apart, will be deemed to be the income 
of the transferor of the assets [Section 64(1)(iv)]. 


(v) From assessment year 1993-94 and onwards, minor's income arising out of assets transferred without 
adequate consideration will not be included in the hands of individual as stated in subsequent para as clause (y) of | 
section 64(1) is omitted w.e.f. 1-4-1993 consequent to insertion of new section 64(1A) [For further details, refer item! | 
(ix) on page 53]. : 1 | 

. Upto assessmentyear 1992-93, any income which arises directly or indirectly to a minorchild (includinga married daughter) | 
of an individual from assets transferred directly or indirectly to the minor child by such individual otherwise than for adequate i 
consideration will be deemed as the income of such individual. and included in his total income [Section 64(1)(9)l | 


vi) Any income which arises directly or indirectly from assets transferred directly or indirectly on or alter | 

1-6-1 di an individual to son's wife!* otherwise than for ad te 1 ion i i tal | 

income of each individual [Section 64(1)(vi)]. acsquate consideration, vil peindüdedin eie om 
13. Upto assessment year 1992-93, the provisions of— 

‚ 9) section 64(1)(vi) & 64(1)(viii) were applicable also to son's minor child. 

(6) section 64(1)(vii) were applicable also to ‘minor child’. 4 

It may be noted that such income arising to ‘son's minor child'/minor child’ is to be included in the hands of his parents for and from 


| 
i 
| 
1 
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(уй) Any income which arises directly or indirectly to any person or association of persons from assets 

transferred directly or. indirectly otherwise than for adequate consideration to the person or association of 

Y! persons by an individual, will be included in the total income of such individual, (о the extent to which the 
income from such assets is for the immediate or deferred benefit of his or her spouse! [Section 64(1)(vii)]. 

(viii) Any income which arises di 
transferred directl 
| consideration, 


rectly or indirectly to any person or association of persons from assets 
у or indirectly on or after the Ist day of June, 1973, otherwise than for adequate 
to the person or association of persons by an individual, will be included in the total income 
of such individual, to the extent to which the income from such assets is for the immediate or deferred benefit 
of his son's wife™ [Section 64(1) (viii)]. 

EXAMPLE: Mr. A transfers a sum of Rs. 1 lakh to his brother Mr. B on 1-4-1975. Mr. B creates a trust by which he 


settles the said amount of Rs. 1 lakh received from Mr. A for the benefit of Mr. Аз wife, minor child, son's wife and son's 
i minor child. It is assumed that: 


() the personal income of Mr. А. is Rs. 40,000; 
(ii) the income of the trust created by Mr. B is Rs. 20,000; 
(iii) the share of each beneficiary is 2596. 


Income arising from the assets transferred indirectly is to be aggregated with the income of Mr. A u/s. 64(1)(vii) & 
) G4(1)(viii). Total income of Mr. A will be as under: 


Assessment years 


Upto 1993-04 & 
1992-93 onwards 


) 
; (i) Personal income 54 | , He -. Rs. 40,000 


og T oc gc ne ne Rs. 40,000 
(ii) Share of income of wife from the trust [Included u/s. G4(1)(vil)]  .. -.-Rs. 5,000 Rs. 5,000 
(ii) Share of income of minor child from the trust [Included u/s. 64(1)(vii)"] .. Rs. 5,000 Rs. МІ 
) | (iv) Share of income of son's wife from the trust [Included u/s. G4(1)(viii)].. .. Rs. ` 5,000 Rs. 5,000 
l (v) Share of income of son's minor child from the trust [Included u/s. 64(l)(viii)"] Rs: 5,000 Rs.. Nil? 
Gross total income of Mr.A .. Rs. 60,000 Rs. 50,000 
к | Note: “Child” in relation toan individual, includesa step-child and an adopted child of that individual [Section 9(15В)]. 
e It may, however, bc noted that though under the provisions of section 64 as discussed above, the income 
legally arising to a person is deemed to be the income of another person in the circumstances mentioned 
> above, the income arising from the investment of'such “deemed income" will not be includible in the income 
S. of such other persons, except from assessment year 1993-94 and onwards, where such income arises to 
1 minor child. 
(ix) From assessment year 1993-94 and onwards, under newly inserted section 64(1A), all income 
n accruing or arising to minor child’ shall be included in the total income of the parent, except the 
с following— 
Ws income accruing or arising to minor child on account of any manual work done by him; ог 
ДШ (b) income accruing or arising to minor child on account of any activity involving application bf 
2 | his skill, talent or specialised knowledge & experience. d 
E. The income of minor shall be included— 
| (а) where the marriage of his parents subsists, with the income of that parent whose total income 
d (excluding minor's income) is greater; or Re 
1d (6) where the marriage of his parents does not subsist, with the income of that parent who E 
е1 maintains the minor child in the previous year. j t M 
| Where any such income is once included in the total income оЁейһег parent, any such income arisingin — 
t1 any succeeding year shall not be included in the total income of the other parent, unless the Assessing —— 
| | Officer is satisfied, after giving that parent an opportunity of being heard, that it is necessary so to do. 
: | Income not exceeding Rs. 1,500 in respect of each minor child, whose income is to be included, is 
| exempt under the newly inserted section, 10(32). sik їзїн tni gates 
e | It may be noted that, for assessment year 1994-95, section 80V provides thatwherea minor child, whose - 
[| income is included in the total income of one of his parents u/s: 64(1A), із suffering from any disability of th S 
ri | ; : i eR er 
al i TEE 
18a. Refer footnote No. 13 on page 52. Leo ys ТЕЕ З : 


14. Refer footnote No. 13 on page 52. 3 ; pA x EIE 
15. The above income will be included in the hands of parent of the minor under newly inserted section 64(14). For details, refe 
(ix) above. $51 tity | id TOTES "OCT capit tioii 
15а. For the notes on amendment made in section 64(1A) by the Finance Act, 1994; refer Para 9.1 on page 38. ga ` 
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nature specified in section 80U, then, in computing the total income of such parent, a deduction will be 
allowed of a sum to which such minor child would have been entitled to u/s. 80U (i.e, maximum Rs. 20,000) 
had total income of such minor child had been computed separately. The admissible deduction is Rs. 20,000 
or the income of the minor child included, whichever is lower. 


| (4) INCOME OF INDIVIDUALS TO INCLUDE INCOME 
d OF CERTAIN HINDU UNDIVIDED FAMILIES: 


Where an individual being a member of a Hindu undivided family throws his separate property into the 
common hotchpot of the family after 31-12-1969, the entire income arising from such converted property will be 
included in the total income of such individual [Section 64(2)(b)]. 

Similarly, where an individual transfers directly or indirectly his separate property (instead of throwing into 
the common stock of the family) to the Hindu undivided family of which he is a member otherwise than for 
adequate consideration, the entire income arising from such converted property will be included in the total 
income of the individual [Section 64(2)(b)]. 

Where the income from converted property is included in the total income of the individual, such income is 
to be excluded from the total income of the family [Proviso to section 64(2)]. 


! In the event of a partial or total partition in the family, the income arising to the spouse or minor child from 
| the whole or any part of the converted property allotted to the spouse!* on such partition will be deemed to arise to 
ў them from assets transferred to them indirectly by the individual and will be includible in the income of the : 
individual under section 64(1) read with section 64(2)(c). 

EXAMPLE: A an individual being a member of a Hindu undivided family converted his separate property on 1-1-1970 
into property belonging to his Hindu undivided family. The income in respect of such converted property is Rs. 50,000. Assum- 


4 ing that the family consists of Mr. A, Mrs. A, 2 minor sons and 1 major son, the income in respect of the H.U.F is to be assessed 

Р as under: 
Total income of the H.U.F. from converted property B zs oc 38 vs ác Ye Rs. 50,000 
Less: Exclusion from the total income [Proviso to section 64(2). . .. t2 Шо an TH ad Rs. 50,000 

5 : Taxable income of Н.С.Е  .. Rs. NIL 


i 
1 


The income of Rs. 50,000 shall be deemed to arise to Mr. А and will be included in his total income [Refer section | 
64(2)(b)]- 

However, in cases where there is a partial partition or total partition amongst the members of the family, only the income 
received by Mr. A, Mrs. A and 2 minor children"? from the partitioned assets shall be included in the total income of Mr. A. The 
income received by the major son from the partitioned assets will not, however, be included in the total income of Mr. A. 


The provisions of section 171(9) as explained hereafter will not be applicable to a partial partition of a | 
separate property converted into H.U.F property after 31-12-1969. 


(a) Assessment of a Hindu undivided family where partition is effected before 1-1-1979: 
(Section 171) 
Under the provision of the income-tax Act, a total or partial partition of a Hindu undivided family can be 
claimed at the time of making the assessment of the Hindu undivided family and finding to that effect shall be 
recorded by the Assessing Officer under section 171(3) if he is satisfied that a partition, whether total or partial, has : 


куа place. The assessment after partition is then to be made as indicated in:the relevant sub-sections of | 
section 171. ; ‘ i | 


(b) Partial partition of a Hindu undivided family after 31-12-1978 to be de-recognised: 
est. Y» eed [Section 171(9)] 
Partial partition" as defined in clause (b) of the Explanation to section 171 means a partition which is partial | 
as regards the persons constituting the Hindu undivided family, or the properties belonging to the Hindu: 
undivided family, or both. fini d i | 


| 

With effect from 1-4-1980, a partial partition among the members of a Hindu undivided family hitherto | 
assessed as undivided effected after 31-12-1978 will not be recognised. This sub-section further stipulates that | 
cases in which finding of such partial partition has been recorded under sub-section (3) of section 171 before oF | 
after 18th June, 1980, the same shall be treated as null and void. This sub-section is introduced with a view to curb | 
the tendency to avoid or reduce the tax liability by the creation of multiple Hindu undivided families through the | 
medium of partial partitions. In other words, despite the partial partition, such Hindu undivided family shall ре) 
liable to be assessed as if no partial partition has taken place. | 


35 Ts sub-section is, however, not applicable in a case where a total partition has taken place еа after. 


‘assessment year 1993-94 and onwards, provisions of section 64(1A) will apply in such cases as explained in item (ix) on page 53. 
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| (5) INCOME INCLUDES LOSS: 


| 1 Explanation 2 to section 64 provides that the word “income” shall include “loss” for the purposes of 
section 64. 


П. PRIVATE TRUSTS 
[Sections 161, 164 & 166] 
' (i) DEFINITE TRUST: 


In the case of a Definite trust (i.e. where the shares of the beneficiaries are determinate or known), the 
income falling to the share of each beneficiary is liable to tax in the hands of the trust under section 161, as a 
representative assessee, at the rate applicable to each beneficiary. However, under section 166 there is no bar to 
such share of income from the trust being assessed in the hands of the respective beneficiaries. 


Section 161(1A) provides that, a definite trust will be liable to be taxed at the maximum marginal rate", if 
the income of such trust consists of, or includes, profits and gains of business. 


However, the maximum marginal rate will not apply in a case where the profits and gains of business are 
receivable under a trust declared by any person by “will” exclusively for the benefit of any relative dependent 
on him for support and maintenance, and such trust is the only trust so'declared by him. 


WC T 


(ü) DISCRETIONARY TRUST: 


) A trust is regarded as “discretionary trust" if the income or any part thereof is not specifically receivable 


x on behalf or for the benefit of any one person or where the individual shares of the beneficiaries are 
d indeterminate or unknown. І 


“Discretionary trust” is liable to tax under section 164 at the maximum marginal rate". 
The maximum marginal rate of tax will not apply under conditions mentioned hereunder: 


(а) Where none of the beneficiaries has any other income chargeable under the Income-tax Act 
exceeding the maximum amount not chargeable to tax in the case of an association of persons, and 
none of the beneficiaries is a beneficiary under any other trust; or 


‚ (D). where the relevant income is receivable under a trust declared by any person by “will” and such 
trust is the.only trust so declared by him; or i ! Tue 


e (c) where the trust was created before’ 1-3-1970 by a non-testamentary instrument exclusively for 
the benefit of the relatives of the settlor mainly dependent on him for their support and maintenance; 

a! or Depis . si 
(d) where the relevant income is receivable by the trustces on behalf of a provident fund, 


superannuation fund, gratuity fund, pension fund: or any: other fund for the benefit of persons employed 
in business or profession. : É 


9t со c 


| The provisions of section 167B ‘applicable’ to association of persons (refer page 60) which provides for 

E tax at maximum marginal rate will not apply to the above cases [Vide Circular No. 577 dt. 4-9-1990. 185 TIR 
(St.) 49]. й SH 

F | However, if the relevant income consists of, or includes, profits and gains of business, the above 


exceptions (a) to (d) will not apply unless such profits and gains are receivable under a trust declared by any 
person by ‘will’ exclusively for the benefit of any relative dependent on him for support and maintenance and 
such trust is the; only trust so declared by him. ‘Barring this exception, tax will be charged at the maximum 


marginal rate on the whole income of.the trust if any of its income consists of, or includes, profits and gains of 
al. business [2nd Proviso to section 164(1)]. ..: - ш: : pisa wid 
5 | Where the property is held under trust in part only for religious or charitable or religious purposes and 
| the remaining part is held for other purposes, the tax chargeable shall be: — d i | | 
ч (a) tax on that part of the income which is applicable to charitable or religious purposes, to the 
x extent it is not exempt under section 11, at the rate applicable to an association of persons; 
rbi (b) tax on that part of the income which is applicable to charitable or religious purposes, tothe — ! 
"T extent it is not exempt under section 11 or section 12 by virtue of contravention of provisions of sections — 
е! 11(4A), 13(1)(c) and 13(1)(d), at the maximum marginal rate of income-tax including surcharge, if апу, ae 
| of respective year; and a alice оте boss опон 35 
er | (c) tax on income which is applicable to other purposes at the maximum marginal rate of income- T 
| tax including surcharge, if any, of respective year, Dev .. 
nm > абар 73 


| 17. For maximum marginal rate of tax, refer footnote No. 22 on page 60. 
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7 TRUST INCOME 

| EXAMPLE: А trust, created before 1-4-1962, partly for charitable purposes has the following income for the asst. year | 
1994-95: — i 

i (i) Income from property held in trust in part for charitable purposes a o 38 Rs. 60,000 | 

ji Less: Permitted accumulation @ 25% of Rs. 60,000.. .. .. .. .. Rs. 15,000 

y Amount actually applied on objects of the trust.. .. зо ob .. Rs. 14,000 Rs. 29,000 

| — —r чреч — 8 

u Balance liable to tax. . X jc UA ҮҮ: КО v. n Rs. 31,000 j 

$ Gi) Income from the remaining part of the trust property (non-charitable purposes) in 

d which the shares of beneficiaries аге пос коомп... ` ac ve 3U зс o6 Rs. 20,000 

Г Total income liable to tax. . Rs. 51,000 


The tax payable will be: { ! р п 
Я (1) on Rs.31,000 relating to charitable part as if it were the total income ofan A.O.P. (Refer page 211) |. Rs. 200 
l (2) on Rs. 20,000 at the maximum marginal rate of tax @ 44.8% SO E. Sis 


e 
со 
хо 
eo 
e 
= 


Total tax... 1j 5E Rs. 9,160 


The discretionary trust is not eligible for deduction under section 80L, as the said deduction is available only to 
individual and Hindu undivided family. | . 


i Such trust will be taxable even if the income of such trust is below the taxable limit of respective year. 


'1П. ORAL'TRUSTS : 
Я [Sections 160(1)(v).and 164A] | 
‚ “Oral trusts” will be charged to tax at‘the maximum marginal rate!®. A‘trust which is not declared by'a 
| duly executed deed in writing will be considered as an oral trust. If trustee or trustees of such an oral trust files { 
duly signed statement in writing containing the following details: : lui 
(i) purposes of the trust; 
(ii) particulars of Ше trustees; 
| (iii) particulars of the beneficiaries; and 

ji (iv) particulars of the trust properties, 

y with the Assessing Officer, within 3 months from 1-6-1981, in respect of oral trust created before that date or 
| within 3 months from the date of declaration of trust in other cases, then, such oral trust shall be deemed to be 
i a trust declared by a duly executed deed in writing. In other words, such trusts will not be. assessed at the 
maximum marginal rate!* under section 164A. The existing provisions of section 160(1)(iv), 161 and 164 will 
be applicable for assessment of such trusts as discussed in the Chapter relating to "Private Trusts" on page 55. | 


IV INCOME OF CHARITABLE AND RELIGIOUS TRUSTS 
[From assessment year 1992-93 and onwards] 2-5). 
[Sections 2(15), 2 (24), 11,12, 12А & 13] 


(i) Income exempt from tax and conditions: 
[Sections 2(15), 2(24), 11(1), 11(1B) & 12A] 


The charitable purpose includes relief of the poor, education, medical relief. and the advancement of | 
any other object of general public utility [Section 2(15)]. o. i ' : i 


| i; i 
- Income in the form of voluntary contribution made with a specific direction that they'shall form part of | 
the corpus of the trustwill be excluded from the total income of the trüst'u/s. 11(1)(d). Voluntary contributions | 
will be included in the total income of the trust only if it loses exemption’ under section 11. This is | 
consequential to inclusion of voluntary contributions:in the definition of income u/s. 2(24). 


The income derived from property held under trust or institution (referred to as trust for brevity) wholly | 
for charitable or religious purposes is exempt, provided: іа +: pif 


(1) 75% of its income derived from property held under trust is applied to such purposes in India; 


| 
j 
| 
(2) the trust has made an application їп Form No. 10А for registration with the Chief | 
; Commissioner or. Commissioner before 15-8-1973 or within one year from the date of creation of the 
a e. В. later. о Aaaa, m application should be made to Directors of Income-tax 
emptions), if the concerned trust is assessable in Delhi, Bombay, Madras or | ircular | 
“No. 584 dt. 18-11-90. 186 I.TR. (St) 155]; and | i e dina EU е E 


18. For maximum marginal rate of tax, refer footnote No. 22 on page 60. 
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(3) where the total income of the trust as computed under the Income-tax Act before exemption 
under sections 11 and 12 exceeds Rs. 25,000/-18 in any year, the accounts of the trust for that year are 
audited by a Chartered Accountant and the audit report in Form No. 10В is filed with the return of income. 

_ If the income is derived from property held under trust in part only for charitable or religious purposes, 
Ше income applied to such purposes in India will àlso qualify for exemption provided the trust was created 
before 1-4-1962. If the trust was created after 1-411962, the provisions of section 164(3) will apply [Refer item 
(ii) on page 55]. m » ot bul 
, , In cases Where the amount spent on the objects of the trust during a previous year is less than 7596 of 
its income, ‘the deficiency can be made good at the option of the trustees to be exercised in writing before the 
expiry of the time allowed for furnishing the return of income under section 139(1) as under: : 

(а) where the deficiency is due to the reason that the whole or part of the income which has 
accrued has not been received during the. previous year, such deficiency may be made good during the 
previous year in which such income is actually received, or in the next previous year; 

(0) where the deficiency is due to any other reason, the same is to be made good in the previous 
year immediately following the previous year in which the deficiency has occurred. 

Where the option is exercised but in the event of non-application of such income for the purposes of the 
trust within the stipulated time, such income shall be deemed— 

(1) in cases referred to in (a) above, as' income ‘of the previous year immediately following the 
previous усаг in which such income was actually received; and | : : 

(2) in cases referred to in (b) above, as income of the previous year immediately following the 
previous year in which such income was derived. . 

(ii) Accumulation of income and conditions: 

[Section 11(2), (3) & (3A)] 5, 

Accumulation or'setting apart of any part of the trust income for future application to charitable ог 
religious purposes in India is permissible without attracting tax liability provided the trustees give notice to 
the Assessing Olficer in the prescribed Form No. 10 specifying the purpose and the period, not exceeding 10 
years? for which the income is to be accumulated and the amounts so accumulated or set apart are invested in 
an approved pattern of investments specified in section 11(5) as detailed in item (vii) on page 58. 

If, in any year, the accumulated income ceases to. remain invested or deposited as stipulated, it will be 
liable to tax as income of that year. Similarly, if in any year the accumulated income is applied to purposes 
other than religious or charitable purposes or ceases to be set apart for application to such purposes, it will be 
subject to tax as the income of that year. Further, if the accumulated income or any part thereof is not utilised 
for the specified purposes during the period of accumulation or during the year immediately following the 
expiry thereof, the amount which has not been so utilised will be liable to tax as income of the previous year 
immediately following the expiry of the accumulation period. 4 

However, income allowed to be accumulated or set apart shall not be denied exemption later on if, due 
to circumstances beyond the control.of the trustees, it cannot be spent for the purposes for which it was 
accumulated or set apart but is utilised, with the permission of the Assessing Officer, on any other charitable or 
religious purposes in conformity with the objects of the trust. 


(iii) Income frorn voluntary contributions: 
(Section 12) 

' Voluntary contributions received by à trust created wholly for charitable or religious purposes (not being 
contributions with a:Specific direction that they shall form part of the corpus of the trust) shall be deemed to 
be income-of the trust subject to exemption under section 11. Please refer item (i) on page 56. In order to 
establish that the contributions were received with the specific direction that they shall form part of the corpus 
of the trust, it is advisable to obtain confirming letters to that effect from the donors. 

It may be noted that income by way of voluntary contributions received by private religious trusts or 
trusts created partly for charitable or religious purposes will not be exempt from tax. 
(iv) Exemption of Capital gains: 
(s {Section 11(1A)] 


On sale of a capital asset of a charitable trust, whether it is a long-term or a short-term capital asset, and 
reinvesting the net consideration (i.e. sale proceeds as reduced by any expenditure incurred wholly and 
exclusively in connection with such sale) in another capital asset, then, the capital gain equivalent to 
reinvestment in the new asset shall be deemed to have been applied to charitable purposes and will, therefore, — | 
be exempt. If any long-term capital gain is chargeable, it will be subject to deductions under section 48(1)(b) _ 
upto assessment year 1992-93. : 


i / 1994, refer Para 3.1 on pag 34. | pater ЛЫ t à 
р he notes оп amendment made in section 12A(b) by the Finance Act, 1 А, т | page eei e E See 
n semaine the period of 10 years, period if any, during which accumulated income could not be applied for the purpose for hich bs 
it is so accumulated, due to an order or injunction of any court, shall be excluded [Vide proviso to section 11(2), = = = ie 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized Бу eGangotri 0 


: I-T NOTES ; 58 
! TRUST INCOME 


(у) Business income of the trust: | 
[Section 11(4) & 11(4А)] ! 
Under section 11(4) where exemption is claimed in respect of income of any business undertaking held 
under trust for charitable and religious purposes, such income shall be computed in accordance with the 
provisions of the Income-tax Act and if the income so computed exceeds the income shown in the accounts of | 
the undertaking, the excess shall not be entitled to exemption. 
Section 11(4A) provides that provision relating to exemption, accumulation and application of trust 
income as contained in section 11(1), (2), (3) & (3A) will not apply to any profits and gains of business, unless | 
the business is incidental to the attainment of the objectives of the trust, and separate. books of account are 
maintained by such trust in respect of such business. 


— 


(vi) Exemption under section 11 not available in certain cases: 
(Section 13) 


The following income of charitable or religious trusts does not qualify for exemption under section 11: | 
(1) Any income of private religious trusts which does not enure for the benefit of public [Section 
ч 13(1)(a)]. 
Я (2) Any income of charitable trusts and institutions created or established after 31-3-1962 for the | 
ў benefit of any particular religious community ог caste [Section 13(1)(b)]. 


(3) Any income of religious trusts and institutions created or established after 31-3-1962 which 
| enures directly or indirectly for the benefit of any person referred to in section 13(3), i.e., author of the 
trust or founder of the institution or a substantial contributor to the trust or institution or any relative of 
i such author, founder or substantial contributor, etc. [Section 13(1)(c)(i)]. 


“Substantial contributor” for this purpose means a contributor whose total contribution upto the | 
end of relevant previous year exceeds Rs. 25,000' [Section 13(3)(b)]. 3 i 


(4) Any income of religious trusts and institutions whether created or established before or after | 
31-3-1962, if any part of their income or property is, during the previous year, used or applied, directly | 
or indirectly, for the benefit of any person referred to in (3) above. However, in the case of trusts ог | 
institutions created or established before 1-4-1962, the exemption under section 11 will not be denied if , 
any part of their income or property is used or applied for the benefit of any person referred to in (3) 
above in compliance with the mandatory term of the trust or a mandatory rule governing the institution | 
[1st proviso to section 13(1)(c)]. : 


(5) In a case where the funds of the trust or institution are invested in a concern in which any 
person referred to in (3) above has a substantial interest* and such investment exceeds 596 of the capital 
of the concern [Section 13(4)]. : : 

*The persons referred to in (3) above shall be deemed. (о have substantial interest іп a.concern, 
being a company, if they beneficially own shares (not being shares entitled to a fixed rate of dividend) 
carrying not less than 20% of the total voting power and in the case of any other concern, they are | 
entitled, either singly or taken together, to not less than 20% of the profits of such concern. However, if | 
the investment by the trust in such concern does not exceed 5% of the capital of such concern, the | 
income of the trust from such concern alone is not entitled to exemption, but the rest of the income ot { 
the trust will qualify for exemption [Vide Circular No. 51, dt. 23-12-70. 79 ITR (St.) 72]. | 

(6) Апу profits and gains of business will not be exempt in the case of charitable or religious trusts | 
and institutions except in cases covered under the heading “Business income of the trust”. | 


(vii) Pattern of investment of charitable trusts: 
[Sections 11(5) & 13(1)(d)] - 
The uniform pattern of investment of charitable trust as laid down in section 11(5) is as under: 


(1) Investment in Government savings certificates, including Indira Vikas Patra 8 Kisan Vikas 
Patra [Vide Circular No. 566 dt. 17-7-1990. 185 ITR (St.) 1]. 


(2) Investment in immoyable property. 
(3) Deposit in any account with Post Office Savings Bank. 


(4) Deposit in any account with (a) any nationalised bank, or (b) State Bank of India or any of its 
subsidiaries, or (c) scheduled bank, or (d) co-operative bank. : 


(5) Investments in units of the Unit Trust of India. 


1 


| 
| 
| 
| 


т 


19a. For the notes on amendment made in section 13(3)(b) by the Finance Act, 1994, refer Para 3.1 on page 34. 
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(6) Investment in Central or State Government security. 
(7) Investment in debentures of any company or corporation where the principal whereof and the 
interest whereon are fully and unconditionally guaranteed by the Central or State Government. 
T (8) Investment or deposit in any public sector company as defined in section 2(36A). 


(9) Deposits with or investment in any bonds issued by a financial corporation which is engaged 
In providing long-term finance for industrial development in India and which is approved by 
the Central Government u/s. 36(1)(viii). 

(10) Deposit with or investment in any bonds issued by a public company formed and registered in 
India with the main object of carrying on the business of providing long-term finance for 
construction or purchase of houses in India for residential purposes and which is approved by 
the Central Government for the purposes of section 36(1)(viii). 


(11) Deposits with the Industrial Development Bank of India established under the Industrial 
Development Bank of India Act, 1964. 


(12) Any other form or mode of investment or deposit as may be prescribed (Refer rule 17С°9). 
Further, section 13(1)(d) provides that the trust will forfeit the exemption, if— 


(а) any trust fund is invested after 28-2-1983 otherwise than in any approved pattern of 
investment as detailed above; 


| (b) any trust fund having invested in non-approved pattern of investment before 1-3-1983 and 
continues to be so invested after 30-11-1983; 


(с) the trust holds shares in a company other than a Government company or a statutory 
corporation after 30-11-1983. 


However, the above provisions will not apply in relation to: 


(1) any assets held by the trust where such assets form part of the corpus of the trust as on the Ist day of 
June, 1973; 


(ii) any accretion to the shares, forming part of the corpus referred to in (1) above, by way of bonus 
shares allotted to the trust; 3767 


(iii) апу assets (being debentures issued by, or оп behalf of, any company or corporation) acquired 
by the trust before the Ist day of March,  1983!!; 


(iv) any assets, not being investment or deposit in approved pattern of investment detailed above, 

where such asset is not held by the trust otherwise than in any approved pattern of investment as 

| detailed above, after the expiry of one year from the end of the previous year in which such asset is 
acquired or 31-3-1993, whichever is later; 


(v) any funds representing the profits and gains of business of any previous year relevant to the 


-4 


em t oen R a IO 


j assessment year commencing on the lst day of April, 1984 or any subsequent assessment year. 
: Where the trust or institution has any other income in addition to profits and gains of business, the provisions 
f of (v) above shall not apply unless the trust or institution maintains separate books of account in respect of such 
business. : і 
t ; : (viii) Filing of return of income by trustees of charitable or religious trusts: 
[Sections 139(4A) & 139A(2)] 
s It is obligatory for the trustees of charitable or religious trust or institution to file voluntary return of 


income under sub-section (4A) of section 139 if the total income of the trust or institution, without giving effect 
to the provisions of sections 11 & 12, exceeds the maximum amount not liable to tax. The return is required to 
be filed within the time allowed u/s. 139(1) of the Income-tax Act. 


Noles: 1l. The income of the trust as is not exempt under section 1l or 12 is taxable as if it is an 
association of persons [Section 164(2)]. i 
9. The dividend, etc. is not entitled to deduction ws. 80L as such deduction is only available to 
individual and H.U.F. ; Pd 
W.e.f. 1-4-1990, if the trust has not been allotted permanent account number and is required 
to furnish return of income ws. 139(4А), then, such trust has to apply for allotment of 
permanent account number within the prescribed time [Section 139A(2)]. 


90. Under LT. Rule 17(C): (i) investment made in. the units of Mutual Rind referred to in section 10(23D) & (ii) any transfer of 5 j 
deposits to tlie Public Account of India. å À rS 
ary о inns be noted that where the debentures of a company are acquired by the tust айе, a but beara 2 
w/s. 11/12 will be denied only in respect of interest on such debentures; that is, such puni a ee d. Homers uch deb 
disinvested and invested in the approved pattern of invesument detailed above on or before 2. disin d 
exemption u/s. 11 [Section 13(5)]. 
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(ix) Levy of tax at “maximum marginal rate" in the case of charitable 
and religious trusts in certain circumstances: 
P [Section 164(2)] 


Sub-section (2) of section 164 provides that in the case of income derived from property held under | 
trust wholly for charitable or religious purposes or which is in the nature of voluntary contributions received 
by the trust or which is of the nature of profits and gains of business, tax shall be charged on so much of tlie 
income as is not exempt under section 11 or section 12 as if the income not so exempt were the income of an 
association of persons. А : 

However, in a case where the whole or any part of the aforesaid income is not exempt under section 11 
or section 12 because of the contravention of the provisions of section 13(1)(c) and 13(1)(d), tax shall be 
| charged on such income or part thereof, as the case may be, at the "maximum marginal rate". i 


E TN 


V. ASSOCIATION OF PERSONS/BODY OF INDIVIDUALS: 
t ASSESSMENT YEARS 1989-90 AND ONWARDS: 
n [Sections 40(ba), 67A, 80A(3), 86 & 167B] 


M The provisions of above sections for and from assessment year 1989-90 introduces a new scheme of | 
| assessment of an association of persons (AOP), body of individuals (BOI) and the members thereof. In the | 
following circumstances, AOP/BOI will be charged to tax at the maximum marginal rate” under section 167B; | 


| (а) Where the shares of the members in the whole or any part of the income of AOP/BOI are | 
' indeterminate or unknown on the date of formation of such association/body or at any time thereafter; 


(b) Where any member of AOP/BOI has taxable income (excluding his share from association/body). 


However in a case (a) above, if any of its member is taxable at a rate higher than the maximum 


marginal rate, then the AOP/BOI will be charged to tax at such higher rate instead of at the maximum | 
marginal rate. - 


Further, in a case (b) above, if any of its member is taxable at a rate higher than the maximum marginal | 
rate, then the portion of total income of AOP/BOI relatable to the share of that member shall be charged to tax | 
at such higher rate and the balance of total’ income shall be charged at the maximum marginal rate. 


Where the share of the members of AOP/BOI are determinate and known and none of the member has | 
taxable income, then the AOP/BOI will be charged to tax at the slab rates applicable to individual. 


While computing the business or professional income of AOP/BOI, interest, salary, bonus, commission or | 
remuneration paid to a member will not be allowed as deduction under section 40(ba). 


Where the shares of members of AOP/BOI are determinate or known, computation of shares of its | 
members is to be made in accordance with section 67А as under: 


(1) Deduct interest, salary, bonus, commission or remuneration, by whatever name called, paid to | 
the member from the total income of the AOP/BOI; 


(2) The balance so arrived at in (1) above is to be apportioned amongst the members in the | 


proportion in which they are entitled to share in the income of the AOP/BOI, under the same heads of 
income as in the case AOP/BOI; | 


(3) If the amount apportioned to a member as in (2) above: | 


(a) іѕ а profit, any interest, salary, bonus, commission or remuneration paid to the member by | 


the AOP/BOI is to be added to such apportioned amount and the resultant amount will be | 
member's share in the income of AOP/BOI; | 


(b) isa loss, any interest, salary, bonus, commission or remuneration paid to the member by 
the AOP/BOI is to be adjusted against the apportioned loss and th ltan i ber's 
share in the. income of AOP/BOI. РЕ Алт i gr E 
(4) Interest paid by a member on capital borrowed by him for th 1 in the 

AOP/BOI will be allowed as deduction ош his share ДУ аа a ni 


chargeable under the head “ "ns O 
business or profession”) as determined in (3) above. (charg 3 ег the head “Profits and gains 


| 
| 
| 
| 
| 
i 
| 


22. Maximum marginal rate of tax for various assessment years is as under: 
Assessment years Maximum marginal rate of lax 


1991-92 & 1992-93 56.00% (Being 50% LT: + 12% S.C. on LT) 
1993-94 & 1994-95 44.80% (Being 4096 LT. + 12% S.C. on LT) | 
1995-96 "n 40.0096 I.T: h 
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Where any deduction admissible under sections 80G, 80GGA, 80HH, 80HHA, 80HHB, 80HHC, 80HHD, 
80-1, 80-IA, 80] or 80]] is allowable in computing the total income of the AOP/BOI, no deduction under the same 
EUER be allowed in the hands of its member in computing his share of income from the AOP/BOI [Section 
80A(3)]. 

Under section 86 the share of a member as computed under:section 67А: 


(a) will be included in the total income of the member for rate purposes only if AOP/BOI is 
chargeable to tax at usual rates and not at maximum marginal rate; or 


(b) will not at all be included in the total income of the member, if the AOP/BOI has been taxed at 
maximum marginal rate or at still a higher rate; or 
: (c): will be included in the total income of the member and income-tax shall be payable thereon, if 
no income-tax is chargeable on the total income of the AOP/BOI, as the provisions of section 86 will not 
apply in such circumstances. "i 
The Central Board of Direct Taxes has clarified by its Circular No. 320 of 11th January, 1982 [134ITR (St.) 166] 
that “in the cases of registered societies, trade and professional association, social and sports clubs, charitable. or religious 
trusts, elc., where the members or trustees are not entitled to any share in the income of the association of persons, the 
provisions of section 167A/167B will not be attracted and, accordingly, tax will be payable in such cases at the rate 
ordinarily applicable to the total income of an association of persons and not at the maximum marginal rate.". 


VI. COMPUTATION OF TOTAL INCOME 
(Section 14) 
For the purpose of computation of total income on which tax is to be charged, income from various 
sources is to be computed under the following heads: 
(1) Salaries. 
(2) Income from house property. 
(3) Profits and gains of business or profession. 
(4) Capital gains. - 


(5) Income from other sources (i.e., residuary income which does not fall under any of the preceding 
heads). 


СА (1, A — 
а: Bie WAT x 
5 ence wait aes eee 
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“SALARIES” 

[From assessment year 1991-92 and onwards] 
| [Sections 15, 16 & 17] 

Income under the head "Salaries" comprises remuneration in any form (including perquisites) due for | 
i personal service under an express ог implied contract of employment or service. Thus, the contractual 
4 relationship should be as between an employer and employee’. > 

Income from “salaries” is chargeable to tax on due basis. 
1 Salary accrues at the place where service is rendered [Vide Explanation to section 9(1)(ii)]. Thus, leave 
salary paid abroad to a person employed in India when he proceeds on leave to a foreign country is treated as | 
income arising in India. Similarly, when a person employed in India settles in a foreign country after | 
retirement and receives his pension abroad, the pension so paid to him will be taken as income accruing in ! 
India and will be liable to tax even though he may be a non-resident. This is because the pension is paid on 
account of services rendered in India. | 

In the case of a Government servant, who is a citizen of India and is posted abroad, the salary paid to 

him abroad is deemed to accrue or arise in India under section 9(1)(iii) even though the service is rendered by 
him outside India. However, foreign allowances and perquisites granted to such government employees 


i posted to a foreign country are specifically exempt under section 10(7). This concession is not, however, 
| available to Indian employees in private service who are posted abroad. 
] Income which is assessable under the head “Salaries” 


(i) any salary due from an employer or a former employer to an assessee in the previous year, whether 
aid or not; | 
а Р (ii) any salary paid or allowed to him in the previous year by or on behalf of an employer or a former 
P employer though not due or before it became due to him. This includes salary paid in advance and where it is 
Ж included in the total income of any previous year in which it is paid, it will not be included again in the total 
Ó income of the previous year in which such salary becomes due; | 
(iii) any arrears of salaries paid or allowed to him in a previous year by or on behalf of an employer or 
i, former employer, if not charged to income-tax for any earlier previous year. 
It may, however, be noted that if as a result of receipt of any arrears of salary, the income is assessed at 
a rate higher than that at which it would otherwise have been assessed, the assessee may apply to the Assessing 
Officer concerned for appropriate relief under section 89(1) of the Income-tax Act. Relief will be granted in 
accordance with Rule 21A of the Income-tax Rules? (for details, refer page 66). | 
Ordinarily, the word "salary" is understood as periodical payment for services rendered by ап employee 
to an employer. However, for the purposes of sections 15 and 16, it is defined u/s. 17 as inclusive of the 
following items: 
() Wages; 
(ii) Any annuity or pension; 
(iii) Any gratuity; 
(iv) Any fees, commission, perquisites or profits in lieu of or in addition to any salary or wages; 
(v) Any advance of salary; 
(vi) Any payment received by an employee while in service in respect of any period of leave not | 
availed of by him’; | 
(vii) (а) The portion of the annual accretion in any previous year to the balance at the credit of 
an employee participating in a recognised provident fund, consisting of employer's contributions in excess | 
of 1096 of the salary of an employee and (5) interest credited on the balance in so far as it exceeds 12%. 
(viii) Transferred balance in a recognised provident fund to the extent to which it is chargeable to | 
tax under sub-rule (4) of Rule 11 of Part А of the Fourth Schedule. j 
_ _ However, any lump sum payment made gratuitously or by way of compensation or otherwise to widow/legal ' 
heir of an employee, who dies while in service will not be taxable under the Income-tax Act [Vide Circular No. | 
573 dt. 21-8-1990. 185 ITR (St.) 31]. | 


DEARNESS ALLOWANCE 


This is an additional payment over and above the basic salary for meeting the hi ivi d | 
4 : e high cost of living апо | 
is chargeable under the head "Salaries". X 5 g B | 
——— | 
1. It may be noted that the salary, bonus, commission or remuneration received b ill not be | 
edid реал “Salaries” [Explanation 2 to section 15]. It will be are Under the Hen! Pes Ко mE of eee of 

pro n jon Ё 
2, For the purposes of deduction of tax at source u/s. 192(1), certain categories of empl the relief | 
жыл) m employees subject to the condition that employee files AIA the npe AE ата details | 
nm S icis repe of unutilised leave at the time of retirement on superannuation or otherwise is exempt under section 10(10AA). For 


MTS. 
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COMMISSION 


If the terms and conditions of service are such that commission is not paid as bounty benefit but is paid as 
part and parcel of the remuneration for services rendered by the employee, such payment would be in the nature 
of salary rather than a benefit or perquisite. For example, if an employee is appointed on a fixed monthly 
remuneration plus a commission of 196 on sales, the commission being part of his remuneration, will not be a 
benefit, amenity or perquisite but will be regarded as remuneration. If however, on the terms and conditions of 
service either there is no obligation on the employer to pay the commission or it is a matter purely at the discretion 
of the employer, such payment would be treated as a benefit by way of addition to salary rather than in lieu of salary. 


BONUS 
The payment of bonus will be treated as salary and not as a benefit or perquisite in the following type of 
cases: 
(a) Payment of bonus made under a service agreement between the employer and the employee; 
(b) Bonus paid under the Payment of Bonus Act, 1965; 
(c) Bonus paid in accordance with the decision of a trade association which is binding on its members; 
(d) d paid as an award by a Labour Tribunal where the award is binding on the employer and the 
employees. 


у If the bonus is paid gratuitously without there being any legal or contractual obligation, the payment 
will be in the nature of a perquisite or bencfit. 


COMPENSATORY ALLOWANCE 
Compensatory allowances to meet expenses wholly, necessarily and exclusively incurred by the 
employee in the performance of duties (conveyance allowance) or to meet expenses at the place of 
employment (city compensatory allowance) or at a place where he resides are treated as income under section 


2(24) (iiia) and (iiib)*. However, such of those allowances as are notified by the Central Government will be 
exempt under section 10(14). f 


The following allowances have been notified as exempt u/s. 10(14) Vide Notification No. S.O. 143(Е)/144(Е), 
dated 21st February, 1989, 606(E), dated 9th June, 1989, 259(E), dated 27-3-1990, 267(E), dated 29-3-1990 & 
487(E), dated 1-7-1992. 


(1) SPECIAL ALLOWANCES EXEMPT U/S. 10(14)($) [VIDE NOTIFICATION No. $.О. 143(E) & 267(E)]: 

(а) any allowance (by whatever name called) granted to meet the cost of travel on tour ог on transfer. 

Explanation.—For the purposes of this clause, “allowance granted to meet the cost of travel on transfer” includes any sum 
paid in connection with transfer, packing and transportation of personal effects on such transfer; 

(b) any allowance, whether granted on tour or for the period of journey in connection with transfer, to meet the 
ordinary daily charges incurred by an employee on account of absence from his normal place of duty; 

(c) any allowance (by whatever name called) granted to meet the expenditure incurred on a helper where such helper 
is engaged for the performance of the duties of an office or employment of profit; 

(d) any allowance (by whatever name called) granted for encouraging the academic, research and other professional 

ersuits; 
D (e) any allowance (by whatever name called) granted to meet the expenditure incurred on the purchase or maintenance 
of uniform for wear during the performance of the duties of an office or employment of profit. 
(2) CONVEYANCE ALLOWANCE EXEMPT 0/5. 10(14)(i) [VIDE NOTIFICATION No. 606(E)]: 

Any allowance granted to meet the expenditure incurred on conveyance in the performance of the duties of an office 

or employment of profit, for the purposes of the said sub-clause for the assessment year 1989-90 and subsequent years. 


(3) ALLOWANCES EXEMPT U/S. 10(14)(й) AS PER CHART BELOW: : ic 
[Vide Notification No. S.O. 144(E) as Amended by Notification No. S.O. 259(E) W.e-f. 1-4-1990 & No. 487(E)] 
Nature of allowance Place Maximum amountexempt 


І. AnyspecialCompensatoryAllowancein The places have been categorised into 
nature of Composite Hill Compensat- threegroupsasunder:, — Tp 
ory Allowance or High Altitude Allow- I. Certain areas! of Manipur, Arunachal — Rs.600/-per month. 


ance or Uncongenial Climate Allowan- Pradesh, Sikkim, Uttar Pradesh, 
ce or Snow Bound Area Allowance or : Himachal Pradesh and 
Avalanche Allowance Jammu & Kashmir. 


II. Siachen area of Jammu & Kashmir Rs. 1,200/- per month. 
Ш. АП places located ata height of 1000 Rs.150/-permonth: 
metres or more above the sea level, _ ri di 
other than places specified at (I) & (II) 
above. 


[а 


yas 
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Nature of allowance Place Maximum amount exempt ~|. 


2. Any special Compensatory Allowance in The places have been categorised into five 
nature of border arca allowance or groups as under: 


remote area allowance or difficultarea (A) [For places refert] 4 x . Rs. 650/- per топ. 
allowance or disturbed area allowance. ^ (B) [For places геЃеге] e.c Rs: 525/- per month: 
(C). [For places refer*] E 5: . Rs. 875/- per month. : 
(СС). Jog Falls in Shimoga Rs. 300/- per month. 
District of Karnataka 
(D) [For places refer*] А em . Rs. 100/- per month. | 
3. Tribal Area Allowance. Madhya Pradesh, ` Tamil Nadu, Uttar Rs. 100/- per month. | 


Pradesh, Karnataka, Tripura, Assam, 
West Bengal, Bihar & Orissa. 


4. Any allowance granted to an employee Whole of India 7096 of such allowance upto 
working in any transport system to meet | amaximum of: 
his personal expenditure during his (a) Rs..1,000/- per month, 
duty performed: in the course of ; (b) Rs. 3,000/- per month.’ 
running of such transport from one place 
to another place: 


Provided that such employee is not in 
receipt of daily allowance (by whatever 
name called) in respect of said duty 


performed by him’ 
5. Children Educational Allowance. Whole of India. 9> 7? і Rs. 50/- per month per child 
m yer 09s , upto a maximum of 2 
за children. 
6. Any allowance granted to an employee Whole of India. Rs. .150/- per month рег 
to meet the hostel expenditure on his . child upto a maximum of 2 
child. ees children. 


GRATUITIES 


Under section 10(10) of the Income-tax Act, 1961 gratuities received by different categories of 
employees are exempt from tax to the extent mentioned below: iix 
(1) Death-cum-retirement gratuity: 1 

Death-cum-retirement gratuities’ received by the employees of the Central Government, Stale, 
Governments, local authorities and members of the Defence Services are totally exempt from tax under: 
section 10(10)(1) of the Income-tax Act and should not, therefore, be included in the salary income. B 

It may be mentioned here that u/s. 10(15)(iv)(i), interest earned.by employecs of the Central -or State 
Government or a public sector company on deposit of moneys due to them on their retirement whether on 
superannuation or otherwise, in the scheme notified by the Central Government [Vide Notification No. G.S.R: 
598 (E). Refer 182 ITR (St.) 63] is fully exempt. The deposit itself is exempt from wealth-tax without any: 
monetary limit. b 


(2) Gratuity received under the Payment of Gratuity Act, 1972: . 

Е Such gratuity is, however, exempt from tax to the extent it does not exceed the amount in accordance; 
with the provisions of sub-sections (2) & (3) of section 4 of the Payment of Gratuity Act, 1972, as provided in 
section 10(10)(ii) of the Income-tax Act. The gratuity exempt from tax is accordingly to'be calculated 25 
discussed hereunder:  . i 

According to section 4 of the Payment of Gratuity Act, 1972, gratuity shall be payable to an employee ОП 
the termination of his employment after he has rendered continuous service for not less than five ycars. j 
Sub-sections (2) & (3) of section 4 of the Payment of Gratuity Act, 1972 further state that the employe! 
shall pay gratuity to an employee at the rate of fifteen days’ wages for each completed year of service or рап! 
thereof in excess of six months on the basis: of wages last drawn by the employee concerned or Rs. 50,000% 
whichever is less. | 
Under section 2(s) of the Payment of Gratuity Act, 1972, the word "wages" is defined as under: | 
"Wages" »means all emoluments which are earned by an ‘employee while on duty or on leave in, 
accordance with the terms and conditions of his employment and which are paid or are payable to him in cast 
and includes dearness allowance but does not include any bonus, commission, house rent allowance. overtime) 
wages and any other allowance. es as ч 


mute oe places mentioned in Group (A), (В). (C) and (D) refer Notification No. 5.0. 144(Е) [176 LT-R. (St) 132] & S.O. 259(Е) [18917 
7. Inserted vide Notification No. S.O. 487(E), dated Ist July, 1992 [196 ITR (St) 39]. а TET T: 
7a. Refer footnote No. 7b on page 65. BS IE} M Jet } [ e RG ) 2]. ie s» 5 : 
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GRATUITIES 
The extent of exemption for gratuity for the purposes of Income-tax Act is as under: 
(a) For every completed year of service or part thereof in excess of six. months, 
‚ based on the rate of wages last drawn by the employee concerned ч Becton 4(2) . à 

of the Payment of Gratuity Act, 1979] — .. : 15.days' wages 

OR 
` (b) The amount of gratuity Pabi to an employee subject to a maximum of 

[Section 4(3) of the Payment of Gratuity Act, 1979] “1...2. 2, Rs. 50,000% 


whichever is less of (a) & (b). 


EXAMPLE: Shri A an employee completed 30 years and 7 months of service with C & Co. Ltd., and at the time of retirement 
he received Rs. 40,000 as gratuity under the Payment of Gratuity Act, 1972. He retired in the month of January, 1994. His monthly 


wages on the date ‘immediately preceding the date of retirement was Rs. 1,950. The gratui е under section 4(2) of the 
E of Gratuity Act, 1972 is as unde: .. а S 


(a) Theperiodofservice — .. -. «+ 30 years & 7 months 

(6) No.of completed years of continuous service indes the Pyme of Cray Act, 1972 .. 31 years 

(c) Wages drawn preceding the date of retirement od zx E ote -. Rs. 1,950 per month 
Grassi ea 
l.- Wages per day M e  «. Rs. 1,950 + 26° = Rs. 75 

2. Mulüply each DECEM iy ТЇ ПЕЙ) rro wot Sons. 5 Re 75x15% = Rs. 1125 

3. MulüplylódayswagesbyS$1 .. ..  .. _ 0.0 e 0€ Rs. 1,125 X81" = Rs. 34,875 


For the assessment year 1994-95, the gratuity exempt from income-tax will be Rs. 94,875 as the said amount is in 
accordance with the provisions of the Payment of Gratuity Act, 1972. 


‘The balance of Rs. 5,125:(Rs. 40,000 less Rs, 34, 875) paid under section 4(5) of the Payment of. Gratuity Act, 1972 does not 
qualify for exemption under the/Income-tax Act and the same is:to be included under the head "Salaries". 


(3) Gratuity received by employees of private sector and statutory corporations: 


Gratuity received on retirement, incapacitation, death of the employee or termination of his 
employment" is exempt under section 10(10)(iii) of the Income-tax Act to the extent mentioned below: 


Gratuity not exceeding one-half month's salary for each year of completed service calculated on the basis 
of average salary for ten months immediately preceding the month in which any such event occurs, subject to 
such limit as may be notified by the Central Government (at present such limit is Rs. 1,00,000!9). 


` "Salary" for the purposes of gratuity recejved by (i) employees of statutory corporations, and (ii) 
employees in private sector includes dearness allowance, if the terms of einployment so provide but excludes all 


. other allowances and perquisites [Vide Explanation to clause (iii) of section 10(10)]. " 


Where gratuity is received by an employee from two or more employers in the same year, the maximum 
amount of gratuity exempt from tax shall not exceed Rs. 1,00,000. In cases where an employee who has received 
gratuity in any earlier year from his former employer or employers, receives gratuity from another employer in 
a later year, the limit of Rs. 1,00,000 will be reduced by the amount of gratuity which has been exempted in any 
earlier year or years [Vide lst and 2nd proviso to clause (iii) оЁ section 10(10)]. ` 


"' EXAMPLE: Shri Aan ‘employee completed 38 years of service with B & Co, Ltd. and at the time of retirement on 31-3-1994, 
he received Rs. 70,000 as gratuity. His average salary i in the immediately preceding ten months was Rs. 30,000 (i. е. from 1-5-1998 
to 28-2-1994). 


Average salary per month i.e. Rs. $0,000 + 10 months . xit ne estar mdr pini dum 8,000 — 
Gratuity qualifying for exemption is V month's average slay Rs. 1 500, х feram ofverice = = Rs, эта. E ; 
SER amount of Rs. 1,00,000 a os? te ne ie Rs, 57,000 
Gratuity received aust’ leuc one PSO ЗЇ ap anions тёё lesen m ХТО 


‚1455; Gratuity qualifying for exemption але rie сз 28) ЛШ, ср E а Re - 57,000 


саарсан сае DIR Y Re 18,000 ү, 


“7b. The ceiling limit of Rs. 50,000 is proposed to be increased to Ез. 1 ,00,000 by the Payment ofGratuity (Amendment) Bil, 1995 aspamed | 

d the Rajya Sabha on 23-12-1993. d 
~ 8. Аз per Explanation to section 4(2) ofthe Payment of Gratuity Act, 1972. Bar 
`9. This represents fifteen days’ wages. d à 
` 10. Тышкан Шера ofer pee уш A О ee r3 HS 
1 Board of Direct Taxes has clari ression ‘termination o nt" used in section. 

Mdb QUE case ofan employee whose services comes to Sod due to resignation [Vide Gur E. No. AIS TN А 

19. Vide Notification No. G.S.R. 405, dt. 28th April, 1988 issued u/s. 10(10)Gii) of the Income-tax Act [179 TIRE) 
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The amount of Rs. 13,000 will, however, be included in the salary for the period from 1-4-1993 to 31-3-1994 and the 
income under the head "Salaries" is to be computed for the assessment year 1994-95 as under: 


Salary from 1-4-1998 to 81-8-1994 .. — .. ee seo Rs. 36,000 
Gratuity for inclusion in the salary income as computed on page 65 .. S. ou ` Rs. 13,000 
Base for deduction v/s. 16(i) & 16 (iii) .. ca sO Rs. 49,000 
Less: (1) Standard deduction under section 16(1)!°: Е 
@ 331/,9 of salary of Rs. 49,000 95 ат TOME .. Rs. 16,388 j 
5 Maximum deduction restricted to m ao Ja зо ‚е Rs. 15,000 ‹ 
(2) Deduction under section 16(iii): i - 
Professional tax paid (say) 5o 85 ac Ба эс .. Rs. 480. Rs. 15,480 © ; 
Taxable salary for assessment year 1994-95 .. Rs. 33,520 3 
3 
Relief when salary, etc., is paid in arrears or in advance: 
[Section 89(1)] 
Where, by reason of any portion of an assessee’s salary being paid in arrears or in advance or by reason 
of his having received in any one financial year salary for more than 12 months or a payment which under the 
| provisions of clause (3) of section 17 is a profit in lieu of salary, his income is assessed at a rate higher than | 
that at which it would otherwise have been assessed, the Assessing Officer shall, on an application made to him 
in this behalf, grant relief under Rule 21A of the Income-tax Rules, 1962. : 
А government servant or an employee in a public sector undertaking, company, co-operative society, 
| local authority, University, institution, association or body, if he is entitled to relief under section 89(1), he | p 
i may furnish to the employer, such particulars, in the prescribed Form No. 10E. The employer in such a‘case 
shall compute the relief u/s. 89(1) on the basis of such particulars and take it into account while deducting tax ү, 
{ at source [Vide section 192(2А)]. : cz 
1 il ; 
i According to Circular No. 481 dt. 12-9-1985 [Refer 156 ITR (St.) 82] the relief under section 89(1)read | 8 
| with Rule 21A of the Income-tax Rules will also be admissible in respect of encashment of leave salary by an Р 
і employee while in service. 
x (io 
$ Р 1 Ü 
\ RELIEF UNDER SECTION 89(1) READ WITH КОТЕ 214: 
| (A) In respect of salary paid in arrears or in advance: ; 
Relief under section 89(1) read with Rule 21A(1) (a) is to be computed in the following manner: Жун in тип 
@ ^ Find out the tax on total income of the previous year in which the salary is received in arrears or in advance | 
(such salary being hereafter referred to as the "additional salary"). m i 
(i) Find out the tax on total income as reduced by additional salary of the previous year. 
(ii) From the amount arrived at in (i), deduct the amount arrived at in (ii). 
(iv) The resultant figure of (iii) is the tax on additional salary. ; У} M 
(v) Ascertain the previous years to which the additional salary relates and add the respective amount of additional 
salary in respective preceding previous years. dex i " NOT. | 
(vi) Find out the tax on total income as increased by the relevant additional salary in respect of each of such previous | 
| years. Е ) j 
(vii) Find out the tax on the total income (without the addition of additional salary) of each of the said previous years. | 
| (yiii) From the amount so arrived at in (vi), deduct the amount arrived at in (vii). | 
| (ix) The resultant figure arrived at in (viii) is the aggregate tax on additional salary. 
| (x) The reliefunder section 89(1) is the difference of (iv) & (ix). i 
| ... EXAMPLE: For the financial year ending on 81-3-1994, the total (taxable) income of Mr. А an employee is Rs. 82,500 | 
i which is inclusive of arrears of salary for the financial years ending on 31-8-1991, 81-8-1992 and 31-8-1993 in an amount of | 
| Rs, 5,000, Ёз. 7,500 & Rs. 10,000 respectively and the relevant total (taxable) income of the said years after exhausting the | 
monetary, ceiling limit of deduction u/s. 16(i) is Rs. 24,000, Rs. 29,000 and Rs. 40,000. Relief u/s. 89(1) is to be worked outas | 
| under: j 
| Total (taxable) income (excluding salary received in arrears) .. ES 40 o6 as E Js Rs. 60,000 | 
| ' Add: Salary received in arrears for year ending 31-8-91 to 81-8-98 .. ys vs E р as Rs. 29,500 | 
: я „ я —— | 
T Total (taxable) income for the financial year ending on 3148-94 — .. — .. Rs. 82,500 | 
і 
gr 


N 


any conveyance or not by the employer. i: 


; ... 18. Standard deduction u/s. 16(i) is to be allowed on % age basis to all the employees, whether they are provided with 
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Taxon Rs. 82,500 being the total (taxable) incomeis Rs. 13,750 less Rs. 800 [being rebate (deduction) u/s. 

88 @ 20% of the contribution to provident fund Rs.4,000..  .. .. i : s ш, 
Less: ‘Taxon Rs. 60,000 being the total (taxable) income is Rs. 7,000 less Rs. 800 [being rebate (deduction) 

u/s. 88 @ 20% of the contribution to provident fund Rs. 4,000] se 0o 05. 5. Swe Rs. 6,2000) 


e ec s. e... ^ Rs. 6,750(v) 


Rs. 12,950(i) 


Tax on additional salary (i.e., salary received in arrears) 
Financial Assessment Total Arrears Total of 


Taxin Taxin Difference 
year year (taxable) of column respect of respect of of column 
ending on income salary 3&4 col. 5 col.3 . 687 
—— vas cor А0 
I 2 3 4 5 6 7 8 


i ЕСИЕТ ӨЗИ Б Ll 
31-3-1991 1991-92(9) Rs.24,000 Rs. 5,000  Rs.29,000 Rs. 1,100(vi) Rs. 100 (vii) Rs. 1,000 (viii) 
31-3-1992 ` 1992-93 (у) Rs.29,000 Rs. 7,500  Rs.86,500 +з. 3,050(vi) +Rs. 900 (vii) Rs. 2,150 (viii) 
31-8-1993 · 1998-94 (у) Rs.40,000 Rs. 10,000 'Rs.50,000  *Rs. 8,800(vi) *Rs. 1,800 (vii) Rs.2,000 (viii) 

Rs. 7,950 Rs. 2,800 Rs.5,150 (ix) 


Less: Aggregate tax on additional salary as per column 8 -: Rs. 5,150(ix) 


The relief under section 89(1) in respect of employee's salary received in arrears or in advance is .. Rs. — 1,600(x) 
ES {Тах on Rs. 29,000 is Rs. 1,400 and on Rs. 24,000 is Rs. 400, Tespectively, less Rs. 300 [being rebate u/s. 88 @ 20% of the contribution to provident fund 
. 1,500]. 
T Tax on Rs. 36,500 is Rs. 3,550 and on Rs. 29,000 is Rs. 1,400 respectively, less Rs. 500 [being rebate u/s. 88 @ 20% of the contribution to provident fund 
Rs. 2,500]. 
* Tax on Rs. 50,000 is Rs. 4,400 and on Rs. 40,000 is Rs. 2,400, respectively, less Rs. 600 [being rebate u/s. 88 @ 2096 of the contribution to provident fund 
Rs. 3,000]. 5 à 


Note: Under section 89(1), an employee is required to make an application to the Assessing Officer for the grant of reliefin 
respect of arrears of salary for the assessment year 1994-95. For the purposes of deduction of tax at source u/s. 192(1), certain 
categories of employers have been empowered to allow the relief u/s.89(1) to its employees subject to the condition that employee 


page 66]. 


| 
ў 
) 
) 
) 


1 


: 


files particulars in the prescribed Form No. 10E to the employer [Section 199(9A). For explanatory notes on this section, refer 


„с (В) Inrespect of gratuity: fad T 
The relief admissible under section 89(1) read with Rule 21A(1)(6) is to be worked out in the manner explained hereunder: 
(a) Where the payment of gratuity is made in respect of past services of an employee extending over a period of not 
less than 15 years: B 
(1) Find out the tax on total income [including therein the amount of gratuity which is not exempt u/s. 10(10)(11)] 
of the previous year in which the gratuity is received. 12992 БВ ‹ uit 09 ; 
(2) To find out the average rate of tax on total income, divide the tax arrived at in (1) by total income of the 
_previous year in which gratuity is received. - › (зш йа 480 ET 
(8). To find out the tax payable on the gratuity, multiply the average rate of tax arrived at in (2) by the amount of 
tuity. ; - 1} 5 i 
(4) Add one-third of the amount of gratuity to the total income ofeach of the three years immediately. preceding 
the previous year in which the payment by way of gratuity із made. —— Ys Y жй 
(5) Find out the tax on total income, of each of the three preceding previous years, arrivedatin(4). > _ 
(6) To find out the average rates of tax on total income of each of the three preceding previous years, divide the 
tax computed in (5) of the relevant previous year by the total income of that year. ' ae = 
(7) Total the average rates of tax of these three years and divide the result by three in order to find out ће 
average of these three average rates of tax. i ' т i : 
(8) To find out the tax payable on the gratuity, multiply the average of the three average rates of tax arrived atin 
(7) by the amount of gratuity. jk nauis | 
(9) The relief u/s. 89(1) is the difference between the tax on gratuity ascomputedin(3)and(8). . 
(6) Where the payment by way of gratuity is made in respect of the past services of an employee extending over a 
period of not less than 5 years but less than 15 years, the method for calculating the relief will be the same as shown їп (a) above 


“ 


except that the total income of each of the two immediately preceding previous years (instead of three) is to be increased by р = 


an amount equal to one-half (instead of one-third) of the amount of the gratuity. 


i * wel eos > tj 
(c) Where the payment of gratuity is in respect of past services of less than 5 years, no relief is admissible w/s. 89(1). 


- (C) Inrespect of compensation: — ere em У 
The relief admissible under section 89(1) read with Rule 21A(1)(c) is to be worked out in the manner explained hereuni ; 
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Retrenchment compensation 


Retrenchment compensation received by a workman from his employer under the Industrial Dispute; 
Act, 1947, or under any other Act or award or contract of service, etc. is exempt from tax under section 
10(10B). The exemption is limited to the amount calculated in accordance with the provisions of section 


95F(b) of the Industrial Disputes Act, 1947, subject to a monetary ceiling of such amount, not being less than 
Rs. 50,000, as may be notified by the Central Government. 


However, where the retrenchment compensation is paid under a scheme approved by the Central 
Government, the whole of the compensation will be exempt without any monetary ceiling. " 


Voluntary retirement 


From assessment year 1993-94 and onwards", any amount received by an employee of : (1) а public 
sector company; or (2) any other company; or (3) an authority established under a Central, State or Provincial 
Act; or (4) a local authority, at the time of his voluntary retirement in accordance with any scheme or scheme; 
of voluntary retirement is exempt to the extent such amount does not exceed Rs. 5,00,000. Volun 
retirement scheme is to be framed in accordance with the guidelines prescribed under Rule. 2ВА!* of the 
: Income-tax Rules, 1962. However, in the case of an employee of a company (other than a public sector 
| company), such scheme is to be approved by the Chief Commissioner/Director-General. Where exemption has 
| been allowed to an employee under clause (10C) for any assessment year, no exemption thereunder shall be 
allowed to him in relation to any other assessment year [Section 10(10C)]. . ` 
Upto assessment year 1992-93, any payment received by an employee of a public sector company at the time of his 
voluntary retirement under a scheme approved by the Central Government is wholly exempt without any monetary limit 
[Section 10(10C)]. 


————K€ 


APPROVED SUPERANNUATION FUND 
Any payment from an approved superannuation fund made: 


(а) on the death of a beneficiary (i.e. widows, children or dependents of an employee), or »:; 

(b) to an employee in lieu of or in commutation of an annuity on his retirement at or after a 
specified age or on his becoming incapacitated prior to such retirement [subject to a maximum of one-third 
(if gratuity is also payable) or one-half (in any other case) of such annuity], or 

(c) by way of refund of contributions on the death of a beneficiary, 
is exempt from income-tax under section 10(13) of the Income-tax Act, 1961. 


Superannuation fund may be set up by the employer for the sole purpose of providing annuities for 
employees on their retirement at or after a specified age or on their becoming incapacitated prior to such 
retirement, or for widows, children or dependents of persons who. are or have been such employees on the 
death of those persons. Such a fund should be got approved by the’ Chief Commissioner or Commissioner d. « 
Income-tax by following the procedure prescribed in Part B of the Fourth Schedule to the Income-tax Act read | 
with Rules 82 to 97 of the Income-tax Rules. & 

The fund is funded by employer's and employee’s contribution. The employee's contribution qualifies 
for rebate u/s. 88 [refer item 5 on page 208]. The contribution that can be made by the employer is upto 25% 

{ of employee's salary for each year as reduced by employer's contribution to the provident fund of suc 
employee for that year [Rule 87 of the Income-tax Rules]. Employer's contribution will not be treated # 
perquisite [Section 17(2)(v)]. a x as moat oe re | 
Under Rule 90 of the Income-tax Rules, any payment in commutation of annuity shall not exceed— | 


m (1) in a case where the employee receives any gratuity, the commuted value of one-third of tbt i 
annuity receivable, апа эин э ZC 


(2) in any other case, the commuted value of one-half of he annui usb | 


The annuity payable year after year out of the fund to the employee, if taxable; is eligible for standart 
deduction u/s. 16(i). Any payment out of the fund, if liable to be taxed, the trustees of the fund will have b 
deduct tax at source u/s. 192(5) read with rule 6 of the Part B of the Fourth Schedule to the Income-taX Ack 
1961. Where an employee leaves one employment and takes up another employment and the first employ? ; 
transfers the fund in respect of that employee to the fund of the second employer, such transfer will not” , 
liable for deduction of tax at source. That is, it will not be treated as income of the employee and Ш, 
exempt u/s. 10(13) [CBDT's F.No. 216/15/78 АП dt. 13-1-1982]. е ЕБ 


| 
1 


LEM. eee 


Ри 


i 1 
1 

14. From assessment year 1995-96 and onwards, the exemption available w/s. 10(10С) in гез 1 under yoluna 

retirement schemes’ have been extended also to employees of other categories of nde es Дес лс 83. 


14a: For text of Rule 2BA, refer page 83. For Board's clarification on Rule 2BA, see Circular No. 6 -1992 [199 ITR (St). 
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heirs would: also not be liable to income-tax. 
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EXEMPTION OF AMOUNT RECEIVED BY WAY OF ENCASHMENT OF UNUTILISED EARNED 
LEAVE BY RETIRING EMPLOYEES: 


re i [Section 10(10AA)] | 
Cash equivalent of leave salary received only at the time of -retirement whether on superannuation or 


otherwise is wholly exempt in the case of Central бг State Government employees. For others, cash equivalent 


of leave salary received at the time of retirement'* whether on superannuation or otherwise is exempt subject to 
certain conditions and limits explained hereunder:' ‘ ; н 


„ (1) Earned leave entitlement must not exceed 30 days for every year of actual service rendered by 
him as an employee of the employer from whose service he has retired. 


:(2) Earned leave so encashed must not be for more than 8 months. 


. . (3) Leave salary must be based on average salary drawn by the employee during ten months 
immediately preceding his retirement. 


ТЛ Aen sum so payable shall not exceed Rs. 79,920, where the employee retires on or after 

‚_ (5) Even if the non-Government employee has ‘received the sum from. different employers in 
different or in the same previous year, the ceiling limit stated in (4) above will be applied on all such 
payments put together if such payment received earlier had not been taxed. 


“Salary” includes dearness allowance, if the terms of employment, so provide, but excludes all other 
allowances and perquisites [Rule 2(h) of Part A of the Fourth Schedule] [Vide Explanation to section 10(10)]. 


EXAMPLES: : i 

1, Shri A, an employee of Messrs. C. & Co. Limited; at the time of retirement was paid Rs. 60,000 as cash equivalent 
of earned leave to his credit. He retired on 81st January, 1994. His monthly salary at the time of retirement was Rs. 6,000. He 
was.drawing this sum from March 1998 onwards. The earned leave to his credit at the time of retirement was 10 months. The 
company allows earned leave at the rate of one month for every year of actual service. _ 


Average salary for preceding 10 months.. .. .. .. +... «» ++. «« Rs. 6,000 per month 
Maximum period of leave thatcanbeencashed.. .. .. .. 2n -. 8 months 
(а) Leave salary admissible: 8 months X Rs. 6,000... — .."  ..  .. Rs. 48,000 


(b Maximum exemption permissible .. 5. i .. ss). % «1 Rs. 79,920. 
Lower of (a) and (b) viz..Rs. 48,000 qualifies for exemption .. ие ез Б . ' Rs. 48,000 
* Qut of Rs. 60,000 received only Rs.:48,000 will be exempt under section 10(10AA) and the balance Rs. 12,000 will be 
taxed as salary income for the assessment year 1994-95. Thus, the total gross salary would Бе Rs. 72,000 (Rs. 6,000 x 10 
months - Rs. 12,000). : fuco t 
2. Mr.B, an employee of Messrs. B & Co. Limited, retired on 28-2-1994 after 20 years of service. Earned leave at his 
credit was 9 months upto the date of his retirement. He had taken 630 days of leave. He was entitled to 1% month's leave for 
every completed year of service. His salary was Rs. 2,000 per month which he was drawing for the last 10 months. The company 
paid him Rs. 18,000 as cash equivalent of leave at his credit. 7 
Leave entitlement: 


Total service .. .. н Rote os 20 years 
Leave entitlement restricted to 80 days for every year of actual service (80 days x 20 years) 600 days ` 
Less: leave taken during entire service s. oiu. 04 es) ee ee ue .._ 680 days 

"^T esee at is credit кыл, ei orte dsl ed Mte Sul ER PEO E E 


зд : Mr. B eet entitled to exemption under section 10(10AA) in this example as the leave at his credit calculated 
according to Explanation to section 10(10AA) is less than the leave already taken. : ; 


3. If, in the above example, Mr. В had taken only 540 days leave (while in service) then: 
Leavé at his credit (600 days less 540 days) eS SRT ene са АХ :- 60 days (i.e. 2 months) 
Leave encashment exempt under section 10(10AA): 2 months X Rs. 2,000.. .. -. Rs. 4,000 

The balance of Rs. 14,000 (Rs. 18,000 less Rs. 4,000) will be taxed as salary income for the assessment year 1994-95. 


NOTE: Cash equivalent of leave salary payable on the death of a Government servant to his legal heirs 
is not liable to come ois [Vide circular No. 309 dated 3-7-1981 — 132 L'T.R- (St.) 3]. This is because the 


* 
iat 


| receipt in the hands of the family is not in the nature of one from an employer to an employee. On the same 


analogy, in my opinion, cash equivalent of leave salary payable on the death of any other employee to his legal 
15. Clause (1):of section 17 provides that the encashment of earned leave while in service will be treated as salary. Ma BIRO, | 
16. Vide Notification No- S.0.:553(E), dt. 8-6-88 issued u/s. 10(10AA)Gi) of the Income-tax Act [Refer 172 Л.В. (SU) 76). 71 _ 
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Classification of perquisites 
It is important to note that under section 17(2), perquisites are classified as under: 
(i) the value of rent-free accommodation provided to the assessee by his employer; 
(ii) the value of any concession in the matter of rent in respect of any accommodation provided to the 
assessee by his employer; 
(iii) the value of any benefit or amenity granted free of cost or at a concessional rate to the following 
categories of employees:— 


(a) a director of a company; i 


(b) an employee of a company who has substantial interest in the company, i.e., an employe 
who is the beneficial owner of at least 2096 of the ordinary shares; and ; 


(c) any other employee whose income under the head "salaries" exclusive’ of all non-monetary’ 
benefits or amenities exceeds Rs. 24,000 in relation to the aggregate salary due to, or received by, an 
employee from one or more employers. In other words, where the salary of any other employee is les 
than Rs. 24,000, the value of any benefit or amenity granted free of cost or at a concessional rate will 
be exempt unless the benefit or amenity is of obligatory nature referred to in (iv) hereafter. 


The use of the employer's vehicle for journey by the employee from his residence to his office or 
other place of work, or from such office or place to his residence, will not be regarded as benefit or. 
amenity granted free of cost or at concessional rate to the employee. 


(iv) any sum paid by the employer in respect of any obligation which, but for such payment wouli 
have been payable by the assessee. For example,.the amount of an employee's club fees, tax dues, the sun 
spent on the education of an employee's children and the sums spent on gas, electric energy and water ar 
a few instances of such obligatory payments. 


(у) any sum payable by the employer, whether directly or through a fund (other than recognised 
provident fund or an approved superannuation fund), to effect an assurance on the life of the assessee or 
to effect a contract for an annuity. 


VALUATION OF PERQUISITES 


For the purpose of computing the income chargeable under the head “Salaries”, -it is necessary to 
determine the value of the perquisites which are not provided by way of monetary payment to the employee. The 
mode of valuation of such perquisites has accordingly been prescribed under Rule 3 of the Income-tax Rules, 
1962. Under this rule, the valuation is to be made as explained hereunder. 


(1) Value of perquisite in respect of rent-free quarters: 
For Government employees: 
; [Refer Rule 3(a)(i) of the Income-tax Rules, 1962] 
(i) Where the accommodation is provided— à 


(a) by Government to a person holding an office or post in connection with the affairs of the Union or of a State; 
(6) by a body or undertaking under the control of Government to any officer of Government whose services hast 
been lent to that body or undertaking (the accommodation itself having been allotted to it by Government), 
the value of rent-free residential accommodation shall be determined as under: ` 


(1) if the accommodation is unfurnished, the rent which has been or would have been determined as payable b 
such person or officer in accordance with the rules framed by Government for allotment of residence to its officers; | 
(2) if the accommodation is furnished, an amount calculated in accordance with (1) above plus 10% per annum d 
the original cost of the furniture (including television sets, radio sets, refrigerators, other household appliances ші 


ai condidoning plant or equipment) or if such furniture is hired from a third party, the actual hire charges payable 
erefor. 


| 
For employees of Reserve Bank of India & public sector companies or corporation: | 

[Refer Rule 3(a)(ii) of the Income-tax Rules, 1962] | 
(1) Where the accommodation is provided— | 


(а) by the Reserve Bank of India or by a corporation established by a Central, State or Provincial Act, or by a cond | 
in which all the shares are held by the Government or the Reserve Bark of India ora S rpari nied by that Bank ©) 
any person employed by it; І | 
(6) byacompany in which all the shares are held by a corporation referred to in (а) above, to any person employed D d 

(c) byabody or undertaking financed wholly or mainly by the Government, to any person employed by it; d 

> е ур ployed by i 

(d) by a company in which not less than 40% of the shares are held (whether singly or taken together) by the 
Government or the Reserve Bank of India or a corporation owned by that Bank, to any officer of the Government whos. 
services have been lent to it or to any person employed by it after his retirement from the service of the Governo 
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concessional rent under the provision of Rule 3(b) of the Income-tax Rules. — + 
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the value of rent-free accommodation shall be determined on the basis provided hereunder: 


(1) ifthe accommodation is unfurnished, 10% of the salary due to such person in respect of the period during which 
the accommodation was occupied by him during the previous year. However, such valuation will be restricted to the fair 


rental value of the accommodation, if such value is less than 10% of the salary of the employee; 

, 2) ifthe accommodation is furnished, an amount calculated in accordance with (1) above plus 10% per annum of the 
original cost of the furniture (including television sets, radio sets, refrigerators, other household appliances and air- 
conditioning plant or equipment) or if such furniture is hired from a third party, the actual hire charges payable therefor. 

For Judges of the High Court & Supreme Court: l 
, The value of rent-free official residence provided to a judge or the allowance paid to him shall not be included in computing 
де мере chargeable under the head "Salaries". Refer High Court and Supreme Court Judges (Conditions of Service) Amendment 
ct, . 


For Officers of Parliament: 5 
. . _ The value of rent free furnished residence (including maintenance thereof) provided to an officer of Parliament shall not be 
included in the computation of his income chargeable under the head "Salaries" u/s. 15 of the Income-tax Act, 1961. Refer Salaries 
and Allowances of Officers of Parliament (Amendment) Act, 1990 [185 ITR (St.) 47]. : 
For private sector employees: 
' [Refer Rule 3(a)(iii) of the Income-tax Rules, 1962] 

The value of perquisite in respect of rent-free accommodation which is not furnished is ordinarily 1096 of 
the salary due to the employee in respect of the period during which the said accommodation was occupied by 
him during the previous year. 


Where the fair rental value of rent-free accommodation which is not furnished is in excess of 1096 of the 
employee's salary, the value of perquisite is to be determined for certain cities and other places as under: 


For Bombay, Calcutta, Delhi & Madras For any other place 
1096 of salary 10% оЁ salary © 
& ав smin suoi e 
excess over 6096 of salary" 5 excess over 5096 of salary" 


Where the fair rental value ofthe accommodation is less than 1096 ofthe employee's salary, the value of perquisite to be 
taken is the fair rental value. 


EXAMPLE: 
Salary 36 ad vs vs BA А 5A vs ag 3 2 55 dn ae Rs. 60,000 
Fair rent of the unfurnished accommodation .. ber 5 T. e o ыг р: i. Rs. 5,400 
1096 of salary. . ; Rs. 6,000 


*As 10% of salary viz. Rs. 6,000 is in excess of the fair rental value of Rs. 5,400, the value of perquisite to be adopted is 
the fair rental value i.e. Rs. 5,400. 


Where the accommodation is furnished, the value of rent-free accommodation shall be the aggregate of 
the following sums, namely: э: | s і 


(i). the fair rental value arrived at as explained above as if the accommodation were not furnished; and 
(ii) the fair rent for the furniture (including television sets, radio sets, refrigerators, other household 
appliances and air-conditioning plant or equipment) calculated @ 10% per annum of the original cost of 
such furniture or if such furniture is hired, the actual hire charges payable therefor. 
“Salary” defined for the purposes of Rule 3(a): 
For the purposes of adopting the value of rent-free residential accommodation, “salary” includes the pay, 
allowances, bonus or commission payable monthly or otherwise, but does not include the following, namely: 


(i) dearness allowance or dearness pay unless it enters into the computation of superannuation or 
retirement benefits of the assessee concerned; i 


(ii) employer's contributions to the provident fund account of the assessee; 

(iii) allowances which are exempted from payment of tax; 
. (iv) any allowance in the nature of an entertainment allowance, to the extent such allowance is 
deductible under clause (ii) of section 16. к 
The above definition of “salary” is also applicable to residential accommodation provided at a 


Fair rental value: ` 


à 


municipal valuation in respect of the accommodation, whichever is higher. 


иши SA Me 


17. Vide Circular No. 374 dt. 14th December, 1983 issued by the Central Board of Direct Taxes [146 TTR (St.) 60]. PEERS 
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For the purposes of rent-free residential accommodation, the fair rental value of accommodation (which — 
‘is not furnished) shall be the rent which a similar accommodation would realise in the same locality or the А 
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EXAMPLE: Shri Joshi is an employee ofa company and he is in receipt of the foll 


1. Salary Rs. 2,500 per month Rs. 30,000 
Dearness allowance (not eligible for computation of а ананан ог retirement benefitj).: Rs. 6,000 
Bonus equivalent to 2 months salary .. : e : Rs. 5,000 
Entertainment allowance (not exempt as he was "o cU. it inu to 1-4-1958) . ; Rs. 3,000 . 
Conveyance allowance 5o ERES Meus coe "5 an fiio exerit oes oo Rs. 1,000 


9. Perquisite: 
Heisalso provided with rent-free furnished accommodation. The rental value of unfurnished accommodationi is 
Rs:25,000. The cost of furniture and household appliances allowed for the use of the employee is Rs. 16,000. 


The value of perquisite in respect of rent-free accommodation is to be adopted as under: 


Ifthe accommodation is provided in city like же Calcutta, ` +- Jfthe accommodation is in Delhi other than Bombay, Calcutta, 
Delhi & Madras " hi &? Madras 
1. 10960fRs.38,000 (Salary, 1.. 1096 of Rs. 88,000 uS 
Bonus & Entertainment Tess . Bonus & Entertainment 
allowance) supe ee T Rs. 3,800 allowance) 3c oo , Rs. 3,800 
9. Rental value ofthe accom- : 9. Rentalvalueofthe accom- ; 
modation 23 Rs. 25,000 modation .. «+ Rs. 25,000 
Less: 60% of salary of i : . Less: 50% of salary of — PE 
x Rs. 38,000 x "Rs. .23,800 у { Кз, 38,000 .. Rs. | 19,000 
Rs. 2,200 f Rs. 6,000 1 
3. 10%ofthe spen cost of 3. 10%oftheoriginal costof · 
furniture and household furniture and household . 
appliances viz. Rs. 16,000. Rs. 1,600 appliances viz. Rs. 16,000. Rs. 1,600 ` 
Value of perquisite — .. 2 Rs. 7,600 `. Value of perquisite _.. Rs. 11,400 


(ii) Value of perquisite in respect of accommodation provided to the employee at concessional rent: 
[Refer Rule 3(b) of the Income-tax Rules, 1962] 
The value of concession in the matter of rent in тереч. of any accommodation provided to the employee | 
is treated as perquisite. 


The value of perquisite will be calculated in the manner eli in above example and therefrom the 
rent recovered by the MERIT will be deducted. 


EXAMPLE: # ( 
0) Salary... eto. gasiq gieiaurübaeo us. has 2306! 05559,0008 
(2) Fair rent of the AA ани з s ES Rs. 18,000 


(8) Rentrecovered by the employer Rs. 200 per month qu. 200: rent X x 12 month). oc оо Rs. 2,400 


ТҮР 


The ise of perquisite vil be as under: X 


Ifthe accommodation is provided in city like Bombay, Calcutta, ——— Ifthe accommodation iix laces oiher than. УИ, Calcutts, | 
Delhi & Madras z n ра hic Madras l 

1.., 10% of salary of is 1: 10%оѓ salary of | лааш | 
Rs28000 .. .. Вз. 2,800 Ёз,28000 29510 anwole үп 15 Ras 22 

2. RirRent: i. .. Rs 18,000 : 2. RarRent 1. „3 Rs, 18,000 57 | 
Less: 60% of salary of “Less: 50% of salary TN shod 1093 1єйоше | 
Rs. 28,000 ? .. Rs. 16,800 Rs 1,200: Rs. 28000 .. Rs. 14,000 Rs. 4,000) 

ЛШ! i i эл , i Н ' Ёз. 4,000 Tu * х E * Aas es a Rs. 6,800 | 
Less: Rentrecovered .. ~ + Rs. 2,400 - Less: Rentrecovered .;. 7 5 йз. 2,400 
Valueofperquisite — .. Rs. 1,600 Valueofperquisite 2.” ^ Rs. 4400 


кесш t - 
ЫШ ” 4 E Qi б, 1 1 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri : ; | 


7З 


SALARIES 
PERQUISITES 


(iii) Chart showing the value of perquisite in respect of user of the motor car or any other type of conveyance provided by 
the employer exclusively or partly for private and personal purposes of the employee: 
[Refer Rule 3(c) of the Income-tax Rules, 1962] 


[1-4-1990 to 31-3-1995] 


Assessment years 1991-92 to 1995-96: 


Nature of perquisite 
(1) Where the motor car is provided by the 
j ea for use by the employee 
exc 


usively for his private and personal 
purposes 


(2) Where the motor car is owned or hired 

the employer for use by the employee 
partly in the performance of his duties 
and party for his private and personal 
purposes and all the expenses on the 
maintenance and running the car are met 
or reimbursed to the employee by the 


employer: The value of the perquisite for . , 


partial user of the car for private and 
personal purposes of the employee will be: 


(а): where the р: rating of the car does 
not exceed 1 


(b). where the h.p. rating of the car 
exceeds 16 


Where the motor car is owned or hired by 

the employer but the expenses on the 

maintenance and running for its user for 

the employee's private or personal 

purposes are met by the employee: 

(2) where the hp. rating of the car does 
not exceed 16 - 


(b) where the h.p. rating of the car 
exceeds 16 ? 


Where more than one motor car is allowed 
to be used by the cmpl ee partly for 
office purposes and partly for his personal 
purposes, he will be deemed to have been 
provided with one car and if the Ер 
г rating of any one of such cars exceeds 16, 
he will be deemed to have been provided 
with one car of h.p. rating exceeding 16 


Where the employee owns the car but the 

, actual running or maintenance charges 
are met or reimbursed to the employee 
the employer 


(3) 


(4) 


(5) 


(6) Where a motor car or motor. cars are 
з provided by the employer partly for the 
' private and ‘personal purposes of the 
n employee ata concessional rate 

(7) Where motor cycle, scooter or other 
i; «moped is provided to the employee by his 
employer for free use by the employee 
otherwise than wholly & exclusively in the 
performance of his duties 

(8) Where the motor car is owned by the 
employer and is used by the employee 
wholly & exclusively in performance of his 
duties 


* r1 y r . 
; 1991-92 to 1993-94, standard deduction w/s. 16(i) is 33 
18. eer atal income [before making any deduction v/s, 16()] upto Ёз. 75,000 will be entitled to 


employces having total income [before 


The amount actually spent by the employer on the 
maintenance and running of the motor car 
including remuneration, if any, paid to the 
chauffeur plus the amount representing the 
normal wear & tear of the motor car (ie. 
depreciation on motor car) where the motor car їз: 
owned by the employer 


Value of perquisite to be included in 
salary i 


Rs..800 per month plus Rs. 150 per month where 
the chaulfeur is also provided by the employer 
Rs. 400 per month plus Rs. 150 per month where 
the chauffeur is also provided by the employer 


Rs. 100 per month plus Rs. 150 per month where 
the chauffeur is also provided by the employer ` 


Rs. 150 per month plus Rs. 150 per month where 


the chauffeur is also provided by the employer 


The value of the perquisite will becomputed in the 
manner laid down in items (2) or (3), as the case 
may be- . 


The sum actually expended by the emplo which 
in the opinion the Assessin cer can 


reasonably be attributed to the user of the car by 
the employee for his private or personal purposes 


The value of the site will first be determined 
ode he emu ps (3)or Qa the case 
may be, and the value зо determined will then be 
reduced by the amount payable by the employee 


The'sum actually репе by the employer which 
in the opinion the Assessing Officer can 
reasonably be attributed to the user by the 
employee for his private or personal purposes 


МІ. 
Note: Thisis nota perquisite аз the motor car is 
not used а purposes 


S6 of salary or Rs. 12,000, м 


for assessment year 1993-94, @ 351196 of salary or Rs. 15,000, whichever is less; 
a for assessment years 1994-95 and 1995-96, @ 331496 of salary or Rs. 18,000, whichever is less. ч : T 
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Standard deduction 
under section 16(i) 
(2931/596 of salary 
or 
Rs. 15,000!5; 
whichever is less 


(9331/,96 of salary 


or 
Rs. 15,000" 
whichever is less 


(9331/,96 of salary 
or 


Rs. 15,000 
whichever is less 


@33/s% of salary 


or 
Rs. 15,000" 
whichever is less 


@33!/:% of salary 
or 


Rs. 15,000!* 
whichever is less 
(2331/76 of salary 


or 
Rs. 15,000! 
whichever is less 


@33/s% of salary 
or 
Rs, 15,000'* - 
(9331/9 of salary. 


or 
Rs. 15,000% 
whichever is less” 


hichever is kn emm Ss nee ens ў 
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“EXAMPLE (i):— Sis 
lary Rs. 3,000 per month for the year ending 31-3-1 50 oc Ge Un ác ВР 
ета Kas provided a абал сагоҒ14 Н.Р. with a chauffeur and the same is used by the 
employee partly for his personal use and partly in the performance of his duties. The running 
expenses are borne by the employer. 
The value of perquisite will be: 
The She ускене for the user of motorcar .. Se 56 Rs. 300 х 12 Rs. 3,600 
The value of perquisite in respect of chauffeur provided to run ће car Rs. 150 х 12 Rs. 1,800 Rs. 5,409 


Rs, 36,009 


і ` . ETE 
Gross salary income subject to deduction u/s. 16(i) [on 96 basis of salary] 8 l6(ii) [for professional tax paid] Rs. 4149 


— 
EXAMPLE (ii.— ——— 


Salary Rs. 3,500 per month for the year ending 31-3-1995.. — .. ve ve ID 20 Rs. 42,009; 
The employer has provided a motor car of 14 Н.Р. (without a chauffeur) and the same is used by | 
the emloyee partly for his personal use and partly in the performance of his duties. The expenses for 
personal use are met by the employee. 
The value of perquisite will be Rs. 100 x 12 Gd ec! аго verde ME LUE пут, 


——————À 
| Gross salary income subject to deduction u/s. 16(i) [on 96 basis of salary] & 16(iii) [for professional tax paid] Rs. 43,904. 


Note: The value of conveyance facilities and the sumptuary allowance provided to a judge shall not be included in computing the incom, 
chargeable under the head "Salaries" with effect from 1-11-1986. Refer High Court and Supreme Court Judges (Conditions of Servic: 
Amendment Act, 1988. 


(iv) The use of a motor car by an employee from his residence to his normal place of his duties and back 
і The use of the employer's vehicle for journey by the employee from his residence to his office or othe! 
3 place of work, or from such office or place to his residence, will not be regarded as benefit or amenity granted bj 
i the employer and hence value of perquisite will be nil [Explanation to section 17(2)(iii)]. 


(у) Where transport is provided for a group of employees to the place of employment: 

Where transport is provided by the employer for a group of employees for the purposes of going from 
residence to the place where the duties of employment are to be performed and vice versa, the value of perquisite, 
in my opinion, in such cases will be “nil” as there is no provision in Rule 3(c) for the valuation of such perquisites. 

Again, the employee concerned in such cases will be entitled to a standard deduction u/s. 16(i) @ 331/96 of 
salary subject to a maximum of Rs. 15,000!5, from assessment year 1994-95 [Rs. 12,000!*?, upto assessment year 


1993-94]. 
(vi) Gas, Electricity, Water, etc. supplied free of charge: 
[Refer Rule 3(d) of the Income-tax Rules, 1962]. . 
The value of this perquisite will be as under:— 


(а) where gas, electric energy and water are supplied to the employee for his household) , 
consumption free of any charge, the value of the benefit shall be taken to be the sum paid on that account 
by the employer to the agency supplying the gas, electric energy or water; i 
(b) where such supply is made from resources owned by the employer without purchasing them 
from any Siber outside agency (e.g. employer generating its own power) the value of such benefit shall bt! 
taken as ‘nil’; | | 
(c) where gas, electric energy and water are consumed for 
employee and also for the purposes of his official duties, the Assessing Officer shall determine the value ol, 
the benefit for personal use to be the amount paid on that account by the employer or 6496 of the sala], 
of the employee, whichever is less. "Salary" for this purpose has not been defined and has to be given it, 
ordinary meaning, that is, basic salary excluding all allowances, bonus, etc.. EM | 
Gas, electricity and water charges paid by the employer in so far they are for the protection <of tht! 
property (e.g. outside lighting) or are connected with the accommodation zn apart by the era player for 0 
occupation of guests is not to be regarded as perquisite from the employer. riers | 


personal and private purposes of ue 


(vii) Free education: ; | 
Theavaluavok benetif te? tfi Refer Rule 5(е) а the Income-tax Rules, 1969]; ' di ei | 
e value of benefit to the employee resulting from th isi : ponmi а 
member of his household shall be as TERS g e provision of {теё education facilities for 


(a) when fixed allowance is given by the employer to the employee to meet th ducation d 
his children, the full amount of the allowance will be chargeable e Ended eub КОСО | 


19. Refer footnote No. 18 on page 73. 5 Р 3 
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(6) where the education fees of the employee's children are paid by the employer directly to the 
school or college or where the employee incurs the expenses in the first instance and gets the appropriate 
reimbursement later, such fees paid directly or by reimbursement will be treated as perquisite chargeable 
in the employee's hands; 

(с) where the educational institution is run by the employer for the benefit of the children of his 
employees, the value of the perquisite shall be taken as a reasonable cost of such education in a similar 
institution in or near the locality. 

It may be noted that specific allowances in the nature of “Children Education Allowance” and “Allowances 


to meet the hostel expenditure on children” granted to the employee are exempt under the Notification No. 
144(Е) issued u/s. 10(14)(ii). For text of the Notification, refer pp. 63-64. 


(viii) Free transport to employees by an undertaking engaged in the carriage of passengers or goods: 
naq [Refer Rule 3(f) of the Income-tax Rules, 1969] ` 
Where any undertaking engaged in the carriage of passengers or goods has made a provision for journey 
free of cost or at concessional fares to any of its employee or his dependent relatives in any conveyance owned by 


the undertaking for the purpose of transport of passengers or goods, the value of such benefit to the employee 
will be taken to be nil. | 


(ix) Value of any benefit not included in the preceding clauses: 
[Refer Rule 3(g) of the Income-tax Rules, 1962] 


This will be determined by the Assessing Officer on such basis and in such amount as he considers fair and 
reasonable. 


(x) Valuation of reimbursement of medical expenses/medical facilities by the employer: 
; [Refer proviso to section 17(9) inserted w.e.f. 1-4-1991 (assessment year 1991-92 and onwards)] 


The value of reimbursement of medical expenses to an employee/provision of medical facilities by an 
employer to an employee is exempt from tax under the proviso to section 17(2). Under the said proviso 
exemption from tax will be available in respect of: 

(1) medical facilities provided to an employee or апу member of his family? in any hospital! 
maintained by the employer;: 

(2) (a) reimbursement, by the employer, of expenditure actually incurred by the employee on his 
medical treatment or treatment of any member of his family?, in any hospital" maintained by 
Government, local authority or in an approved hospital* under Central Health Scheme or a similar 
scheme of any State Government, 


(b) reimbursement, by the employer, of expenditure actually incurred by the employee on his 
medical treatment or treatment of any member of his family”, in respect of the prescribed diseases or 
ailments?, in any hospital? approved by the Chief Commissioner, subject to the condition that the 
employee attaches with the return of income a certificate from the said hospital specifying the disease or 
ailment for which medical treatment was required as well as receipt of the amount paid to the hospital 
[From assessment year 1993-94 & onwards]; 

(3) group medical insurance taken by the cinployer for his employees or reimbursement of medical 
insurance premium paid. by the employee on his health or on the health of any member of his family 
under scheme approved v/s. 80D; 

(4) reimbursement by employer of actual expenditure incurred by an employee for medical 
treatment from any doctor in respect of the employee, or any member of the family? of such employee, 
not exceeding Rs. 10,000 in the previous year; ; А: 

(5) actual expenditure incurred by the employer on medical treatment of the employee or any 
member of the family? of such employee, outside India. 

The expenditure incurred by the employer on travel and stay abroad of the patient and one 
attendant is also exempt from tax subject to the condition that— : : 

From assessment year 1993-94 & onwards: s 
Тһе expenditure on medical treatment and stay abroad will be exempt only to the extent permitted by the 
Reserve Bank of India, and, the expenditure on travel is exempt only in the case of an employee whose gross 
total income, as computed before including therein the said expenditure , does not exceed Rs. 2,00,000. мусс os 


20. “family” in relation to an employee means— 
(1) the spouse and children of the employee; and : cats 1 
(2) the parents, brothers and sisters of the employee or any of them, wholly or mainly dependent on the employee. a d es 
21. “hospital” includes a dispensary or a clinic and from assessment year 1993-94 and onwards, includes a Toning пош зо. 
29. Refer rule ЗА of the Income-tax Rules, 1962. For text of Rule 3A refer page 84. Р it d А 
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For assessment years 1991-92 & 1992-92: `i 
' i e, as computed before including therein the said expenditure, does not. exceed Rs. 1,00,00 
станк Сует and limits in Rud such ROI as may Ed prescribed by the Board having regard id 
guidelines, if any, issued by the Reserve Bank of India. З i 
(6) reimbursement of expenditure by the employer in respect of any expenditure actually incurred 
by the employee for any of the purposes mentioned in (5) above subject to the conditions specified 
therein. Te eee PLANET 
(xi) Valuation of other taxable perquisite under executive instructions: 


(a) Household servants provided by the employers to their employees: "ош 
As per instruction No. 133 dt. 10-12-1969, where the wages of sweeper or watchman, provided by the 
employer, for the proper upkeep of the house belonging to the employer and which is in the occupation 
of the employee (whose salary by way of monetary payment exceeds Rs. 24,000) the value of perquisite in 
respect of such wages will be as under: 
(i) Sweeper .. 75% of actual wages or Rs. 60 per month, whichever is less. 
(ii) Watchman. — .. 50% of actual wages or Rs. 60 per month, whichever is less. : 
(ш) Gardener .. According to Circular No. 122 dated 19th October, 1973 [94 ІТК (St.)1] 
the payment of salary to a gardener cannot be regarded as a perquisite 
so as to justify that amount being taxed in the hands of the employee, | 
However, the expenses incurred by way of maintenance of а gardener 
may be taken into account for the purposes of estimating the value of the 
rent-free accommodation provided by the employer. 
However, the reimbursement by the employer of the wages of sweeper, gardener or watchman engaged by 
the employee is fully taxable as income from “Salaries” іп the hands of the employee [Vide Circular No. 669! 
dt. 27-9-1993. 204 ITR (St.) 34]. o 
(b) Bonafide employees of a hotel: . ‘ 
As per Circular No. 311, dated 24th August, 1981 [132 ITR (St.) 9] the value of perquisites in 
respect of bonafide employees of the hotel who are obliged to live in the hotel premises is as under: 
(i) Free lodging:— Rule 3(a)(iii) would apply for valuation of rent-free residential accom- | 
modation provided by an employer to an employee as explained on pp. 70-72 with examples. 
(ii) Free boarding (i.e. free food): — This is to be determined under Rule 3(g) as stated in item 
(ix) on page 75. | 
(c) Club fees or bills of an employee paid by the employer. йолт E | 
(d) Privilege granted to a managing director or other officers of а company to obtain unissued shares in 
the company at par when similiar shares are selling in the market at considerable higher rate. 
(e) The insurance premia paid by the employer under the Salary Savings Schemes of the Life Insurance 
Corporation on behalf of the employees are includible in the salary of the employee. `- 
TOM Dod of tax on behalf ор the employee -subject to the provisions contained in section | 
It may be noted that the value of a benefit or amenity is to be i i i itis 
actually granted or provided to the employee. In cases Where any benefit. Жонс Vbi | 
the terms of service is waived by him, the value of the benefit or amenity not enjoyed will not be included in his | 
tafal, mame ikai the walls of апу benelit or amenity granted free of cost or at a concessional rate will be | 
an employee refe to in i iii n tvi | 
obligatory nature referred En (iv) on the en сушр: i шене benefit S cue ney | 
(xii) Perquisites and allowances which are wholly or partially exempt: | 
(а) House rent allowance from the employer: deos i 
The Income-tax Act, 1961, provides for relief to employees wh i "o i ү! 
employers subject to eu limits and conditions. T SELVES whe дашын house Bent allo vance Som шш i 
The relevant section and rule, for ready reference is given below:— | 


Section 10(13A): Any special allowance specifically granted to an assesse Disque an eet | 
expenditure actually incurred on payment of rent (by whatever name called) сны RE ial | 
accommodation occupied by the assessee, to such extent as may be prescribed having regard to the area or place | 
in which such accommodation is situate and other relevant considerations, = = ~. Я us | 

Explanation.— For theremoval of doubts, 
apply in a case where— | 


(a) the residential accommodation occupied by the mei is coe by him; on 


it is hereby declared that nothing contained in this clause s ll | 
‘ | 
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_ (b) the assessee has not actually incurred expenditure on payment of rent (by whatever name called) 
in respect of the residential accommodation occupied by him. 


Rule 2A of the Income-tax Rules, 1962: 
Limits for the purposes of section 10(13A):— The amount which is not to be included in the total income 
of an assessee in respect of the special allowance referred to in clause (13A) of section 10 shall be:— 
(a) the actual amount of such allowance received by the assessee in respect of the relevant period; or 
(b) the amount by which the expenditure actually incurred by the assessee in payment of rent in 


respect of residential accommodation occupied by him exceeds one-tenth of the amount of salary due to 
the assessee in respect of the relevant period; or 


(c) an amount equal to — 
(i) where such accommodation is situate at Bombay, Calcutta, Delhi or Madras, one-half of the 
amount of salary due to the assessee in respect of the relevant period; and 
(ii) where such accommodation is situate at any other place, two-fifths of the amount of salary 
due to the assessee in respect of the relevant period, 
whichever is the least of (a), (b) and (c). 
Explanation.— In this rule—. : 
0 “salary”? shall have the meaning assigned to it in clause (h) of rule 2 of Part A of the Fourth 
Schedule; : : 
(ii) "relevant period" means the period during which the said accommodation was occupied by the 
 assessee during the previous year. — 4 
Rule 2 (h) of Part A of the Fourth Schedule: - 
“salary” includes dearness allowance, if the terms of employment so provide, but excludes all other 
allowances and perquisites. ! i X fi 
An employee is entitled to claim the exemption v/s. 10(13A) when all the following conditions are 
fulfilled: не nh үйү ah 
(i) the allowance from the employer must be specific to meet expenditure on payment of rent, 
(ii) the residential accommodation occupied by the employee is not owned by him, and 
„= (iii) the actual payment of rent by the employee should exceed) 10% of his salary. 
Examples for exemption of House rent allowance received from the employer for assessment year 199 1-92 & onwards: _ 
"(iy Mr. Awho is employed by M/s. В & Co. Ltd: isin receipt of salary (exclusive of benefits and perquisites) of Rs. 48,000 рег 
" annum. He iu of Rs, 2,600 per-month (Ёз. 81,200 per annum). He is in receipt of house rent allowance from: 
employer at Rs. 2,400 per month (Rs. 28,800 per annum). He is not in receipt of any other benefits or perquisites 
. employer other than house rentallowance. +., 


IF THE ACCOMMODATION IS SITUATED AT _ IF THE ACCOMMODATION IS SITUATED AT ANY PLACES 
BOMBAY, CALCUTTA, DELHI OR MADRAS . . OTHER THAN BOMBAY, CALCUTTA, DELHI OR MADRAS 
; Ва. dE oL aR 165 tu go Е bob ат освен Rs. Reo Re 
s ive of benefits ai osos Annual salary (exclusive of benefits .. i MR 
er pobra ТАРДЫН, o a o Рза 48,000 _ and perquisites) - 78 cadi S 48,000 
Houserentallowancereceived ^ <.. 1. 98,800 . ` *Houserentallowance received eg 28,800 
Less: Exemption v/s. 10(13A) read p б Less: Venim 10(13A) read aa 
wihRule2A: ^ ^" еа кап E: sink sd 
оное Поза ЕРУ, эт“ received: I 
Rs. : 4 Д 
(b) Actualrentpaid.. 81,200 n rfrotensauon (b)* укшан $1,200 
Less: 1/10th of бс. ае анало o КОЛГО 
salary — .. 4,800 26400 ; salary .. 4, 400. i 
(Q One-halfofsalary — .. 0900 © (9  Twofinhs oFsalary .. 19500 NE 
Least of (a), (b) & (c) is exempt . 94,000 4,00 Least of (a), ()&(isexempt 19,200, 9,600 
Salary income subject to deduction". «i E 52,800  Salaryincomesubjectto déductionM... 7 87600 — 
(i): Mr. Awho is employed by M/s. B & Co. Ltd. is in receipt of salary ( ive of benefits and isites) of Rs. 36,000. 


per annum. He pays rent. of Rs. 1,000 per m 


from employer at Rs. 900 per month (Rs. 10,800 per annum). He is not in receipt of any other benefits or perquisites - 
all SEATS Eder 


from employer other than house rent allowance- 


3-93], 80D & 80DD. 
1 80ССА, 80ССВ, upto assessment year 1992-93]; i 
24 Under есболе oU ien, vcre Bhawan Varanasi Collection. Digitized by eGangotri _ 
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onth (Rs. 12,000 per annum). He is in receipt of house rent allowance — В 
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ODATION IS SITUATED AT IF THE ACCOMMODATION 1$ SITUATED AT ANY PLACE, 
T OMBAY, CALCUTTA DELHI OR MADRAS m OTHER THAN BOMBAY, CALCUTTA, DEDE OR LMADRAS 
Rs. Rs. b р . E Ёз, | 
Annual salary (exclusive of benefits Annual salary (exclusive of benefits | 
and perquisites) ЯС 35 36,000 and perquisites) EL T 36,000 
House rent allowance received 5o 10,800 Houserent allowance received 56 10,800 ! 
Less: Exemption v/s. 10(13A) read Less: Exemption u/s. 10(13A) read 
with Rule 2А: ; with Rule 2А: : 
(а) Houserentallowan (a) House rentallowance 
received T A 10,800 received op "i 10,800 
(b) Actualrentpaid.. 12,000 (b) Actualrentpaid.. 12,000 
Less: 1/10th of Less: 1/10th of 
salary .. 8,600 8,400 salary .. 3,600 . 8,400 
() One-halfofsalary  .. 18,000 ; (с) Two-fifth of salary ... 14,400 | 
Least of (a), (b) & (c) is exempt 8,00 2,400 Least of (a), (b) & (c) is exempt .9400 2400 | ~ 
Salary income subject to deduction™. . 38,400 Salary income subject to deduction™. . 38,400 | 


NOTES: (1) It may be noted that the tax exemption under section 10(13A) is available in cases where an employee resides ina | 
rented house/flat and not in a house/flat owned by him [Explanation to section 10(13A)]. 

(2) Employees who are not in receipt of house rent allowance from their employers but who pay rent for their residential | 
accommodation in excess of 10% of their total income are entitled to claim deduction under section 80GG (refer | 
page 189). It may be noted that for the purpose of deduction of tax at source from salary of employees, employers | 
are entitled to allow deduction under section 80GG in respect of rents paid by the employees subject to the condition | 
that the employer should satisfy that the conditions mentioned in section 80GG (refer page 189) are satisfied and ! 
should also insist on production of evidence of actual payment of rent. | 


(b) Conveyance and Travelling Allowance: 


Under section’ 10(14), any special allowance or benefit, not being in the nature of entertainment 
allowance or other perquisite within the meaning of section 17(2), is exempt from tax if specifically granted to 
meet expenses wholly, necessarily and exclusively incurred in the performance of the duties of an office to the 
extent to which such expenses are actually incurred for that purpose. Allowance like conveyance and travelling 
are treated as income under section 2(24)(iiia) & (iiib) inserted retrospectively with effect from 1-4-1962. 


"From assessment year 1989-90 and onwards, the Central Government has been empowered to notify the 
allowances and the extent thereof which would be exempt under section 10(14). Notification No: 143(E), 144(E), 
259(E), 267(E), 487(Е) and 606(E) has been issued in accordance with the powers conferred u/s. 10(14)(i) & 
10(14)(ii). For the gist of these notifications, refer page 63. у ` s 


. . Where the employees are in receipt of conveyance allowance under section 10(14), the Central Board of Direct Taxesvide | 
its circular No. 196 dated 31st March, 1976 [109 ITR (St.) 117] have clarified that—: ~ ~- 


“If the disbursing authority is satisfied that the conveyance allowance granted to the emplo ees is covered by section | 
10(14), then, the obligation to deduct tax thereon may з In such nigen; tax о liable to be deducied at | 
source from this allowance. However, at the same time it will have to be ensured that a certificate in terms of section 10(14) ; 

‘Is endorsed on the tax deduction bills by the disbursing authority. The employees who are in. receipt of conveyance | 
allowance would also have to furnish the necessary certificate before the assessing authority in support of the fact that | d 
conveyance ane is onya его pensa laid out wholly, necessarily and exclusively for the performance | Е 
of the duties of an office. satisfaction of the disbursing authority would still be li i -tax | 
Officer during regular assessment proceedings before him T p nie forse tbe ош | 


(c) Value of travel concession in India: je; ; : | 


Under section 10(5), leave travel concession received by, or due to, an employee (whether citizen of India or | е: 
not) for himself and his family's in connection with his proceeding on leave or E RE or epe 0 


в . ә . o 
service, to any place in India is exempt from tax subject to following conditions: | 
(1) The Central Board of Direct Taxes is empowered to frame rules?* which will lay d the cases | 
and the circumstances in which the value of the travel concession or assistance eyed for jaag to any | 
place ROT dn ст үп eee a termination of service would qualify for exemption under | 

section . The Boa so lay down in the said rules the conditi i j ys 

and the amount of exemption per head. e pen eber аа | 

94а. Under sections 16(i), 16(ш)у, [80CCA, 80CCB, upto assessment year 1992-93], 80D & 80DD. | Q 
25. “Family”, in relation to an individual, means— i { j 

@) the spouse and children of the individual; and A 


| i) the parents, brothers and sisters of the individual or any of them, wholly or mainly ucc on the individual. |j to 
25a. The Central Board of Direct Taxes has framed Rule ЭВ. The text of Rule ЭВ is given on page 79. — 
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(2) The exemption will be limited to the amount of expenses actually incurred by the employee for 
the purpose of such travel. Thus, the employee will be required to keep an account of the actual 
expenditure incurred per person in the family and furnish evidence of such expenditure when he avails of 
the leave travel concession under section 10(5). If the employee has not incurred any expenditure, 


ie ek under section 10(5) will not be allowed in respect of leave travel concession received from the 
employer. 


d 
Rule 2B. Conditions for the purpose of section 10(5).— 
(1) The amount exempted under clause (5) of section 10 in respect of the value of travel concession or assistance 
received by or due to the individual from his employer or former paeem for himself and his family, in connection with 
his proceeding,— pt 
(a) onleave to any place in India; 
(b) to any place in India after retirement from service or after the termination of his service, 
shall be the amount actually incurred on the performance of such travel subject to the following conditions, namely:— 


() where the journey is performed on or after the Ist day of April, 1989 by rail, an amount not exceeding 
the air-conditioned second class fare by the shortest route to the place of destination; š 

Gi) where places of origin of journey and destination are connected by rail and the journey is performed on 
or after the Ist day of April, 1989 by any other mode of transport, an amount not exceeding the air-conditioned 
second class rail fare by the shortest route to the place of destination; and ‹ 


` (iii) where the places of origin of journey and destination or part thereof are not connected by rail and the 


journey is performed on or after 1st day of April, 1989 between such places, the amount eligible for exemption 
shall be,- : 


(A) where a recognised public transport system exists, an amount not exceeding the/1st class or deluxe 
class fare, as the case may be, on such transport by the shortest route to the place of destination; and 


.(B) where no recognised public transport system exists, an amount equivalent to the air-conditioned 
second class rail fare, for the distance of the journey by the shortest route, as if the journey had been 
performed by rail. 


(2) The exemption referred to in sub-rule (1) shall be available to an individual in respect of two journeys performed 

in a block of four calendar years commencing from the calendar year 1986**: 
Provided that nothing contained in this sub-rule shall apply to the benefit already availed of by the assessee in 

respect of any number of journeys performed before the Ist day of April, 1989 except to the extent that the journey or 

journeys so performed shall be taken into account for computing the limit of two journeys specified in this sub-rule. fi 

(8) Where such travel concession or assistance is not availed of by the individual during any such block of four - 
calendar years, ап amount in respect of the value of the travel concession or assistance; if апу, first availed of by the 
individual during first calendar year of the immediately succeeding block of four calendar years shall be eligible for 
exemption. í (eant od au an zig ; az 
' ^ Explanation.—The amount in respect of the value of the travel concession or assistance referred to in this sub-rule shall 
notbe taken into account in determining the eligibility of the amount in respect of the value of the travel concession or 
assistance in relation to the number of journeys under sub-rule (2). 


© (d) Value of free ог concessional passage out of India to a person who.is not a citizen of India: : 
Under section 10(6)(1); the passage moneys or the value of any free or concessional passage received by or 


| due to an individual who is not a citizen of India, from his employer for himself, his spouse and children, in 


connection with his proceeding-on home leave out o aon наана M Ксы to his ip 
country out of India after retirement from service in India or after the termination of such service 1s exempt 
tax subject i conditions notified under Notification No. G.S.R.°72(E) dated 10th Feb., 1977 [106 TER (St) 52]. 


Passage moneys or the value of any free or concessional passage received by a foreign employee from his 


employer on account of the travel of his children having full time education in any educational institution - 


outside India for the purpose of visiting their parents in India during vacation is exempt from tax. 


(xiii) Non-taxable perquisites: á 
. The value of the following benefits and amenities, in actual practice, is exempt from tax: 
(i) Provision of refreshments during office hours in the office premises. 
(ii) Provision of recreational facilities for groups of employees. 


Note: For valuation of reimbursement of medical expenses/medical facilities by the employer, refer nem 


(x) on page 75. 
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SALARIES OF FOREIGN TECHNICIANS 
(A) Foreign technicians whose services in India commences after 31-3-1993: 
[Section 10(5B)] 


“Technician” means a person having specialised knowledge and experience in constructional | 
manufacturing operations, or in mining or in the generation of electricity or any other form of power, or in th 
agricultural, animal husbandry, dairy farming, deep sea fishing or ship building, or such other field as тау} 
notified by the Central Government. 


Such ‘technician’ should be in the employment of the Government or. of a local authority or of % 
corporation set up under any special law or of any such institution ог body established in India for carrying g 
scientific research as is approved for the purposes of section 10(5B) or section 10(6)(viia) by the Prescribe 
authority or in any business carried on in India. 


In the case of such technician, where the tax on his income for such services chargeable under the hex 
“Salaries” is paid to the Central Government by the employer (which tax, in the case of an employer, being; 
company, may be paid notwithstanding anything contained in section 200 of the Companies Act, 1956), the ta 
so paid by the employer will not be treated as perquisite in the hands of such technician for a period of fory 
eight months from the date of his arrival in India. i | 


The exemption of said perquisite is subject to the condition that such technician is an individu 
(irrespective of citizenship) and should not have been resident in India [as defined under section 6(1)] in апус 
the four financial years immediately preceding the financial year of his arrival in India. 


However, under proviso to section 10(5B), the Central Government has been empowered to waive th 
condition regarding residence in India in the immediately preceding four years in cases where it conside 
necessary or expedient to do so in the public interest. This provision is applicable in the case of a technician fs 
designing, erection or commissioning of machinery or plant or supervising activities connected therewith. 


(B) Foreign technicians whose services in India commence after 3 1 -3-1971 but before 1-4-1 993: 
k [Section 10(6)(viia)] s 
: Technician means a person having specialised knowledge and experience in constructional or manuf: acturing operationsa 
in mining or in the generation of electricity or any other, form of power or in the agriculture, animal husbandry, dairy farming 
deep sea fishing or ship building, or such other field as may be notified by the Central Government. 


In the case of such technicians, remuneration upto Rs. 4,000 per month is exempt from tax for a period of 24 months frou 
the date of his arrival in India, However, in cases where the remuneration is paid in excess of Rs..4,000 per month:and the tax 
such excess is paid by the employer, the tax so paid will not be treated as perquisite in the hands of such employees. Where servic 
of such technician commences after 31-3-1988, the remuneration paid to him is not exempt u/s. 10(6)(viia)(II). However, in cat 
where the tax on such remuneration is paid by the employer, the tax so paid will not be treated as perquisite in the hands of sud 
technician for a period of 24 months from the date of his arrival in India. = | 


. If the period of employment in India is extended beyond 24 months with the approval of the Central Government 
obtained before Ist October of the relevant assessment year and tax on his salary is paid by the employer, the tax so paid will 
be treated as perquisite in the hands of such technicians for a period not exceeding 24 months... . . r | 

_ Ihe exemption is subject to the coriditions that the technician їз nota citizen of India and should nc t have been residenti 
India [as defined under section 6(1)] in any of the four financial years preceding the financial year of. his: ERES India andak 
that his contract of service in India has been approved by the Central Government”. . ope as Tin tio УШЕШ 

However, under the 2nd proviso to section 10(6)(viia), the Central Government has been empowered to waive the condit 
regarding ше residence ды India in the murra prepeding fowr years in cases where it considers necessary or expedient tag 
so in the public in - This provision is ap ein the case of foreign technicians f igni ction or commissioning’ 
machinery or plant or ERU activities PSU therewith, :* DUC ол EA KON UIS mag do | 
| 
2 DEDUCTIONS FROM "SALARIES" | 
DEDUCTIONS PERMISSIBLE UNDER SECTION 16 FOR THE ASSESSMENT YEAR 1991-92 AND ONWARDS 
(1) Standard deduction: — 
ee | . [Section 16(1)] Best tane de 
Separate deduction will not be available in respect of expenditure on books, expenditure on travelling 


the purpose of employment and expenditure incidental to employment. Instead, a standard deduction will | 
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B 
.97. Wael. 1-6-1992, such an approval of the Central Government is not necessary. : К Шалон | | 
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allowed in respect of the:above mentioned items of ex 
Assessment year 


1991-92 to 1993-94 @ 33\/5% of salary subject to a maximum of Rs. 19,000"; 
1994-95 $c 1995-969 @ 33'/s% of salary subject to a maximum of Rs. 15,000”, 


For the purpose of standard deduction, the term “salary” includ issi isi : 
С " ry" includes fees, commission, uisites, gratuity, 
etc. but excludes any payment which are specifically exempt under various provisions of pbi 


Where the employee is in receipt of “salary” at a time from more than one employer or has changed job 
S 
during the course of the year, then, the standard deduction is to be computed with Реа to the ee 
amount of salary due subject to an overall ceiling limit of Rs. 15,000% for assessment years 1994-95 & 1995-96 
(Rs. 12,000* upto assessment year 1993-94) and not in respect of each employment separately. 


The pensioners and the employees in receipt of conveyance allowance are also-entitled to standard 
deduction as stated above. ids 


penditure for various assessment years as under: 


í This standard deduction is to be claimed before allowing any deductions permissible under Chapter VIA 
of the Act. 


Employers:are requested to note that they can allow the standard deduction on 96 basis subject to 
monetary ceiling of Rs. 15,000? while computing the tax to be deducted at source from "Salaries", during the 
financial year 1994-95. 

Employers are also requested to note that while deducting tax from "Salaries" of their employees 


deduction on account of profession tax paid by the employees is to be considered while computing the taxable 
salary during the financial year 1994-95 [Refer section 16(iii) and item (3) hereafter]. 


(2) Entertainment allowance: 
[Section 16(ii)] 
Entertainment allowance received by an employee vill first be included in employee's income under the 


head "Salary" and thereafter a deduction therefrom is permissible subject to the conditions and limits laid down 
under section 16(ii). 


(3) Tax on employment: 
[Section 16(111)] 
Any sum paid by an employee on account of the tax on employment (i.e., profession tax) which is levied by 


a State Government is allowable as deduction from the salary of the employee provided it has been paid by him 
[Section 16(iii)]. 


Employers can allow deduction for the profession tax paid by the employee while computing the tax to be 
deducted at source from "Salaries". 


DEDUCTION OF TAX AT SOURCE FROM “SALARIES” 


Under section 192, tax should be deducted at source on “Salary” payments if the annual estimated income 
under this head exceeds the maximum amount not liable to tax. The obligation to deduct the tax lies on the 
employer or the person responsible for the payment of salary. For this purpose, the employer should make an 


estimate of the total emoluments payable to an employee during the financial year after taking into account the 


increment or arrears of pay which are expected to be paid during that financial year. А 

It may be noted that under section 192, the tax on salary is to be deducted at the rates applicable to the 
estimated salary for the entire relevant financial year and where an employee has during that year worked under 
more than one employer, then in order to facilitate proper deduction of tax at source from the aggregate salary 
due or received in the same year, the employee may urnish in the prescribed Form 12B, to one of the said 
employer as he may choose, details of the salary due or received from such other employer or employers during 
that year as also the tax deducted therefrom. Where, an employee having taxable salary has, in addition, income 
(but not loss) chargeable under any other засне may Map is the prescribed Form 12C to his employer 

articulars of such other income and of any tax deducted thereon. 

Ü When such particulars in the prescribed form are furnished by the employee, the employer shall take that 
also into account for deducting tax at source. In case particulars regarding income under other heads of income 
are furnished, the employer has to ensure that the tax deductible from the "salary" in no case is reduced by 
including the income from other heads of income and the tax deducted thereon [Vide section 192(2) & (2В)]. 


iex 


* 


Rs. 75,000 will be entitled to standard deduction w/s. 16() at 38'%s % of salary subject to'a maximum of Rs, 18,000. 6 
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28. For assessment year 1993-94, women employees having total income | раче making any deduction ws. 1609] upto Rs: 75,000 willbe — 
entitled to deduction u/s. 16(1) at 331/,% of salary subject to a maximum 5, ра kt. м bee SO MI Pee x ES. 
29. For assessment years 1994-95 and 1995-96, women employees having total income [before making any Seu cionin 160) 
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A. government servant or an employee in a company, co-operative society, local authority, Universit 
institution, association or body, if he is entitled to relief under section 89(1) (refer page 66), he may furnish to the 
employer the prescribed particulars in the prescribed Form No. 10E. If he does so, the employer shall comput. 
the relief under section 89(1) on the basis of such particulars and take it into account while deducting tax at 

‘ source [Vide section 192(2A)]. | 
: "From the estimated salary income so computed, deduct: (1) standard deduction admissible under Section 
16(i), which is to be allowed irrespective of whether any expenditure incidental to the employment is actually 
incurred by the employee or not, and (2) profession tax paid by the employee. 
i - "The resultant income is the gross salary income which is subject to the following deductions: 
(1) for assessment years 1991-92 & 1992-95, under section 80CCA in respect of deposits in National Savin 

Scheme and/or payment for notified annuity plan of L.I.C. (i.e. Jeevan Dhara & Jeevan Akshya Policy) made by th 

t employee as explained on page 186. It may be noted that the withdrawals made by the employee from the Nation 
Savings Scheme or the amount received on account of the deferred annuity plans of L.I.C. (i.e. Jeevan Dhara & Jeevan 

Akshya Policy) is to be included in the computation of the employee's income while deducting tax at source [Vide Circular 

No. 612, dated 13-11-1991. Refer 192 ТТЕ (St) 233]; 

(2) for assessment years 1991-92 & 1999-93, under section 80CCB in respect of investment in notified Equi 

Linked Savings Scheme of Mutual Funds and the Unit Trust of India as explained on page 187 [Vide Circular No. 619, dt 

13-11-1991. Refer 192 ITR (St.) 233]; | 


(3) under section 80D on account of payment of medical insurance premia (Mediclaim) made by th 
employee as explained on page 187; ` 


(4) under section 80DD in respect of expenditure incurred on the handicapped dependent relative 
as explained on page 187 [Vide Circular No. 654, dt. 22-7-1993. Refer 203 ITR (St.) 19]; and 


(5) under section 80GG in respect of payment of rents made by the employee as explained in note 1 
on page 78 [Vide Circular No. 654, dt. 22-7-1993. Refer 203 ITR (St.) 20]. 


The balance figure so arrived at is the taxable salary (Refer example on page 272). 


The tax on the taxable "salary" so arrived at should be computed at the rates in force during the finanad 
year. Such rates are specified in Part III of the First Schedule to the Finance Act of the relevant financial year. | 


The tax so computed should be further reduced by the following rebates, which are allowable: 


(a) under section 88 @ 20% of the aggregate amount of life insurance premia, contributions té 
i provident fund, contribution to Public Provident Fund Account, subscription to National Saving: 
Н Certificates VIII? issue, deposits made under е Post Office Savings Bank (Cumulative Time Deposil 
Rules, contributions made for participation in the Unit Linked Insurance Plan of Unit Trust and IX 
Mutual fund, payment for the purchase or construction of a residential house?!, subscription to notifiet 
deposit scheme (i.e. Home Loan Account Scheme*) of the National Housing Bank, etc. [for details, теб 
рр. 205-209). 


(b) under section 88A @ 20% of the investment in specified eligible issue of capital made by th 
company [being shares offered for public subscription before 1-4-1991] or units of specified Mut 
Funds and Unit Trust of India [being subscription to such units closes before 1-10-1990], and | 

(с) ; from assessment year 1993-94 and onwards, under section 88B, in the case of an employee wb 
has attained age of 65 years at any time during the previous year and who has:- : | 


(1) for assessment year 1995-96, gross total income not exceeding Rs. 1,00,000, additional 9 
rebate @ 40% of the tax payable; | 


(2) for assessment year 1994-95, gross total income not exceeding Rs. 75,000, additional Ü 
rebate @ 2096 of the tax payable; : ^ 


(3) for assessment year 1993-94, gross total income not exceeding Rs. 50,000, additional Ў : 
rebate (9 10% of the tax payable. ие 


This rebate is to be allowed before allowing the tax rebate u/s. 88. ‘Gross total income’ me 
total income determined under the Act, before making any deduction under Chapter УТА. 


! 


i 
$ 
i 


` 30. The interest on National Savings Certificate VI/VIII Issue is deemed to be reinvested and, n i: fi ; he holder thereof is сой | 
rebate of (deduction from) income-tax w/s. 88. The employer can allow rebate of (deduction from) fees ч 88 in X of such 207% 
.. interest on N.S.C. VI Issue/VIII Issue. [Vide Circular No. 654, dt. 22-7-1993, 203 ITR (St.) 24]. For details and examples refer pp: 905-209: | 


$1. For assessment year 1991-92, the construction of such residential house should have been completed after 31-3-1987. Номете ті 
‘assessment year 1992-93 and onwards, rebate will be allowed in relation to such residential house алууна See eqs of whch is compl 


before or after 1-4-1987. - . l ; | 
32. Vide Notification No, S.O. 850(E), dt. 25th October, 1989 (181-ITR (St.) 228]. as 5 vers let 1 
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The resultant amount of tax so arrived at should then be deducted in equal instalments from the salary of 


each month [For example, refer page 272]. 


It may be that some arrears of pay, bonus, etc., which were not anticipated to be paid during the financial 
year when the tax computation was made are subsequently paid during the course of that financial year or the 
payments which were expected to be made are not made. This will entail re-computation of the tax deductible at 
source. Sub-section (3) of section 192, therefore, permits the employer to adjust any short or excess deduction in 
the remaining months of that year. 

The tax deducted at source from the income under the head "salary" is,a:sort of tax recovered in advance. 
To avoid loss of revenue on this account, the deduction of tax at source, i.e. at the point where the salary is paid, 


is mandatory. Nonetheless, every employee who-has earned a taxable salary in any previous year, is required to 


file. his return of income voluntarily under section 139(1) for the relevant assessment year within the time 
allowed by that section even though tax has been deducted at source from such salary. = 


However, upto assessment year 1992-93, under section 139(1A), it is not necessary for a salaried 1 to fil 
voluntary return of his income where all the following conditions are fulfilled: "n ес APEI Ex. 


(1) income under the head “Salaries”, exclusive of the value of all benefits or amenities not provided for by way of 
monetary payment, does not exceed Rs. 36,000. г: ^ | 
(2) the amount of income referred to in section 80L (i.e. interest on Government securities, bank deposit, dividend 


from companies, income in respect of units from Unit Trust of India, ctc. etc.) does not exceed the specified limits as 
explained with examples on pp. 200-201; i i і 


(3) the tax deductible at source has been correctly deducted; and 
(4) the employee concerned was at no time during the previous year, a director of the company or a beneficial owner 
of shares in the company carrying not less than 20% of the voting power. 

It may be noted that in view of omission of section 139(1A) w.e.f. 1-4-1993 (assessment year 1993-94 and 
onwards), all employees having taxable income are required to file their return of income for and from 
assessment year 1993-94 and onwards. Failure to file such return by 30th June, will attract penal interest 
u/s. 234A @ 2% p.m. or part of a month on tax determined u/s. 143(1) or 143(3) less advance tax paid, if any, and 
tax deducted at source, from Ist July to the date of ex-parte assessment u/s. 144. ' 


WHEN IS THE TAX DEDUCTED FROM SALARIES TO BE CREDITED TO THE GOVERNMENT? 
With effect from 8th June, 1990, amended Rule 30 of the Income-tax Rules, 1962, lays down that the tax 


deducted at source shall be paid to the credit of the Central Government: 
(a) in the case of deduction by or on behalf of Government, on the same day; 
(b) in all other cases, within one week from the date of such deduction. 


The employers deducting tax at source have to file returns for tax deducted at source. For further details, 
refer "Chart for deduction of tax at source" on pp. 318-319]. 


CONSEQUENCES OF FAILURE TO DEDUCT OR PAY TAX 


Under section 201, if the person responsible for the deduction of tax at source has defaulted without 
reasonable cause or excuse in his obligation to deduct tax at source or after deducting fails to pay the tax to the 
credit of the Central Government, he shall be deemed to be an assessee in default in respect of such tax and shall 
be liable to: ` A à ia 

(i) simple interest under section 201(1A) at 15% per annum on the amount of such tax from the date 
on which such tax was deductible to the date on which such tax is actually paid, 

(ii) penalty under section 221 not exceeding the amount of such tax, 

(iii) М.е:Е: 1-4-1989, for failure to deduct the whole or any part of the tax, penalty equal to the tax that 

should have been deducted will be levied under section 271C; and =” E 

(iv) Prosecution u/s. 276B for failure to pay ithe tax deducted at source to the credit of the Central 
91е а =- (A) -THE TEXT OF RULE 2ВА®: ~ | scs 
9BA. Guidelines for the purposes of section 10(10C).—The amount received by an employee of — „йз eio 

(i) a public sector company; or : 
ii ther company; or De 
fi АНИНЕ established under a Central, State or Provincial Act; or Raton: 
(iv) a local authority, ene S ОК ЕН. api 

4 “his vol tirement shall be exempt under clause (10C) of section 1 only scheme of voluntary — 

оаа а aforesaid company ог authority,.as the case may be, is in accordance with the following. 3 


requirements, namely:— 


E 
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09. it applies to an employee of the company or the authority, aa the case maybe, who Ба compléted 10 years of. — 


service or completed 40 years of age; es e E 
—— + z 1 ДЕР cf 2 
33, Vide Notification No. S.O. 863(E), dt. 12-11-1993 (w.e.f. 18-8-1992) [204 TTR St) 163]. For clarification on Rule poe ix lud 
No. 640, dt. 26-11-1992 [199 ITRGSt-|2luumukshu Bhawan Varanasi Collection. Digitized by eGangotri Р = р 
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TEXT OF RULE 2BA/SA 
(1) it applies to all employees (by whatever name called) including workers and executives of the company or the 
authority, as the case may be, excepting directors of the company; at 
(iii) the scheme of voluntary retirement has been drawn to result in overall reduction in the existing strength of the 
employees of the company or the authority, as the case may be; i | 
(iv) the vacancy caused by the voluntary retirement is not to be filledup; .. 
(у) the retiring employee of a company shall not be employed in another company or concern belonging to the same 
management; 
(vi) the amount receivable on account of voluntary reürement of the employee, does not exceed the amoun 
ivalent to one and one-half month's salary for each completed year of service or salary at the time of retirement 
multiplied by the balance, months of service left before the date of his retirement on superannuation. 
ation: In this rule, the expression "salary" shall have the same meaning as is assigned to it in clause (h) of rule 2 ц). 
Part A of the Fourth Schedule. | 2o 
(B) THE TEXT OF RULE 3A”: 

ЗА. Exemption of medical benefits from perquisite value in respect of medical treatment of prescribed diseases or 
ailments in hospital approved by the Chief Commissioner.-(l) In granting approval to any hospital for the. purposes of 
sub-clause (b) of clause (ii) of the proviso to clause (2) of section 17, the Chief Commissioner shall satisfy himself that the hospital 
is registered with the local authority and fulfils the following requirements, namely:- ‚ 

() The building used for the hospital complies with the municipal bye-laws in force. 
(i) The rooms are well ventilated, lighted and are kept in clean and hygienic conditions. 
Gi) At least ten iron spring beds are provided for patients. 
(v) Atleast one properly equipped operation theatre is provided, with minimum floor space of 180 square feetant) 
with a separate sterilisation room. ` | 
(у) Atleast one labour room is provided, with minimum floor space of 180 square feet, in case the hospital provides 
medical service for maternity cases. * 
(vi) Aseptic conditions are maintained in the operation theatre and the labour room. 
(vii) A duty room is provided for the nursing staff on duty. / 
(viii) Adequate space for storage of medicines, food, articles, equipments, etc., is provided. 
(ix) The water used in the hospital or nursing home is fit for drinking. 
(x) Adequate arrangements are made for isolating septic and infectious patients. 
(xi) The hospital is provided with and maintains: 
(a) high pressure sterilizer and instrument sterilizer; 
(b oxygen cylinders and necessary attachments for giving oxygen; 
(с) adequate surgical equipments, instruments and apparatus including intravenous apparatus; 
(d) a pathological laboratory for testing of blood, urine and stools; 
(e) electro cardiogram monitoring system; 
(D _ stand-by generator for use in case of power failure. | 
(xii) There is at least one qualified doctor available on duty around the clock for every twenty beds or fraction there 
(xiii) In hospitals providing intensive care unit facilities, there t least tw i ilable on d 
around the clock exclusively for Ee intensive care unit. : cae Dia qualied donare "mos | 
(xiv) One nurse їз on duty around the clock for every five beds or a fraction thereof. | 
(xv) Inhospitals providing intensive care unit facilities, there t | ided ively for eve 
four beds or fraction thereof for such intensive care unit. де a purses provided aay 7 | 
(xvi) The hospital maintains record of health of every patient containing information about the patients Df 
address, occupation, sex, age, date of admission, date of discharge, diagnosis of disease and treatment si dertaken. | 


(3) For the purpose of sub-clause (b) of clause (ii) of th vi Е 2 me 
ailments shall be the following penne 2 арас 3 уне (9 of section 17, the prescribed €: 


(a) cancer; T a | 
(b) tuberculosis; i | 


(с) acquired immunity deficiency syndrome; 
(d) disease or ailment of the heart, blood, lymph glands, bone marrow, respirato | 
c А а а , d J tem, eryous 
urinary system, liver, gall bladder, digestive system, endocrine glands or the Uae (bean дшн 
(е) ailment or disease of the eye, ear, nose or throat, requiring surgical operation; | 
en 0 ace inany part of the skeletal system or dislocation of vertebrae requiring surgical operation or orthopi. 


34. Vide Notification No. S.O. 758 (E), dt. 7-10-1992 (w.e.f. the date of publication i 3 
CC-0. Mumukshu Bhawan МАГАБЫ Collection: Digitized by е ЖЕГЕ Gazette) [198 ITR (S) 126]. 
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in tervention; 


(h) ailment or disease of the organs mentioned at (d), requiring medical treatment in a hospital for at least three 
continuous days; 


(i) gynaecological or obstetric ailment’ or disease requiring medical treatment in a are for at jen three. 
continuous days; 


() burninjuries requiring medical treatment in a hospital for at E three continuous ae "cni 

A (К) mental disorder-neurotic or psychotic-requiring medical баанын in a hospital for at least three ана 

ауз; йа. угу: 
@) drug addiction requiring medical treatment in a hospital for at least seven continuous care 


(m) anaphylectic shocks including insulin shocks, drug reactions and other allergic manifestations requiring medica 
treatment in a hospital for at least three continuous days. 3 : 
Explanation.—For the purpose of this rule,— 

(а) “qualified doctor" means a person who holds a degree recognised by the Medical Council e In 
registered (2, the Medical Council of any State; 


(b) "nurse" means a person who holds a certificate ofa recognised Nursing Council and is ek un ] 
for the registration of nurses; 

(с) "surgical operation" includes treatment by uisu methodology such as angioplasty, dialysis, lithotrop: sy, las 
or cryosurgery. "ёз 
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INCOME FROM HOUSE PROPERTY 
[From assessment year 1991-92 and onwards] 
(Sections 22 to 27) 


(i) House property: i 

A house property consists of buildings or lands appurtenant thereto. The land may be in the form of a, 

court yard or SE Sting forming pait and parcel of the building. Such land is to be. distinguished from 4 

purely open plot of land. Any rent received from such a vacant plot is not assessable as “Income from house 
property” but as “Income from other sources” which is chargeable under section 56. 


(ii) House property used for business: l 
Section 29 excludes from its charge income from any house property or any portion thereof which is | 

occupied by the owner for the purposes of his business or profession. The expenditure incurred by the owner 
on such property by way of current repairs, municipal taxes, etc., can be claimed as a deduction against his 
business profits. Depreciation in respect of such property can also be claimed as a deduction against such 
profits. Further, when a property consisting of residential quarters is let-out by an assessee to his employees 
and such letting out is subservient and incidental to the carrying on of the assessee's business, the income from 
such property is assessable under the head “Profits and gains from business or profession” and not under the 
head “Income from house property”. "iet 


(iii) Person liable to tax under the head income from house property: 


Under section 22, it is the legal owner in whose name the property stands is chargeable to tax in respec | 
of income under this head. However, under certain circumstances, persons other than the legal owners are 
“deemed” to be owners of the house property. Such "deemed" owners are mentioned in section 27. These are:- 


(1) When an individual transfers without adequate consideration any house property owned by 
him to his or her spouse or to a minor child not being a married daughter, the legal ownership in 
respect of that property would vest in the spouse or minor child after such transfer However, the 
income from the property so transferred would be assessed in the hands of the individual who | 
transferred the property despite the cessation of his legal ownership. 


(2) The holder of an impartible estate shall be deemed to be the individual owner of all the ! 
properties comprised in the estate. | 


(3) A member of a co-operative housing society to whom a building or part thereof is allotted or 
leased under a house building scheme shall be deemed to be the owner of such property. 


(4) A member of a company or association of persons to whom a building or part thereof is allotted | 
or leased under a house building scheme of the said company or association, as the case maybe. 


(5) A person who is allowed to take or retain possession of any building or part thereof in part | 
performance of a contract to buy. 


(6) А person who acquires any rights in or with respect to any building ог part thereof by way of | 
sale or exchange or lease for a term not less than 12 years, excluding any rights by way of lease from | 
month to month or for a period not exceeding one year. 


(iv) Annual value of a house property: | 

(i) The bonafide annual value of a property is the starting point for the computation of income from | 
house property. Section 23(1) lays down that the annual value of a property is the sum for which the property | 
could reasonably be expected to let from year to year. The ordinary meaning of the words “to let” is to grant | 
use of for rent or for hire which takes in its sweep the concept of granting use and occupation of a building fo | 
a licence fee. What is, therefore, to be seen is the inherent capacity of the property to yield income from ye | 
to year. In determining such notional income, several factors have to be taken into consideration, such as | 
actual realisation by way of licence fee, consideration received by the owner such as charges normally payable | 
by the owner being borne by the tenant, the location of the property, the capacity of the property to {01| 
income depending upon demand and supply position over a period of years, etc. | 


Municipal valuation is опе of the tests to be applied in determining the bonafide v of a propert | 
Under the Municipal Corporation Act, the municipal authorities Чеге те the ара ога aaie ai 
property with reference to the sum for which the property could reasonably be expected to let from year wi 
year. If the property 15 given on leave and licence basis, the municipal authorities take the licence-fee int 
considera ion Pr faing he, municipal valuation. Therefore, unless the actu Г 
1сепсе-їее 1s higher than the municipal valuation, the bonafide annual value i inari ined with 
reference to the municipal rateable value on the basis of which municipal taxes ERES is because the 
municipal rateable value is also determined on the basis of the gross rent of the house property. Some о. 


al realisation by way of rent 0 


| 
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municipalities compute the rateable value after deducting from the rental value a certain allowance for 
repairs and service taxes. In such cases, the net municipal rateable DA to be suitably increased in order to 
determine the bonafide value or the reasonable rent of the property. In cities like Bombay, Madras, Delhi and 
Calcutta, the municipalities compute the rateable value after deducting an allowance of 1096 of the gross 
rateable value on account of repairs. The municipal rateable value is accordingly increased in these cities for 
income-tax purposes by one-ninth of the rateable value. As regards properties situated in other towns, the 
amount to be added back to the municipal rateable value depends upon the deduction for repairs allowed by 
the respective municipalities. The bonafide letting value of the property (i.e., gross annual value) will Бе taken 


to be the sum so arrived at or the actual rent received or receivable from tenant or 
it may be called, whichever is higher. tenants, by whatever name 


EXAMPLE:— Suppose municipal rateable value of a residential building i i iti 
compensation of Rs. 6,000 per annum. The bonafide lettin "aca in Вошрау is Ri. 3600 butunet ШОШ 


: value will be either th ion receival 
rateable value computed on the basis of municipal rateable um whichever is higher as ional Be дез ble or the gross 
(1) Compensation receivable .. 


ae vs vs ЭЭ vs s .. Rs. 6,000 
Add: Taxes borne by tenants on behalf of the owner .. бе Нена nee PS Ni Вз. 6,000 
(2 Net rateable value ОО ыу ЛЛ! ccm со ос oo oo Eth EGON 
Add: (i) 1/9th as EE ЗБ 56 wis Rs. 400 
(ii) Sewerage (halalkhore) & water taxat80% .. .. Rs. 1,080 Rs. 1,480 Rs. 5,080 
The bonafide letting value will be higher of the two, viz. .. sis on vs Js Rs. 6,000 


(ii) From the bonafide letting value determined in the manner indicated above, a deduction is to be 
made under the first proviso to section 23(1) on account of taxes levied by a local authority such as a general 
tax, water and sewerage (halalkhore) taxes and education cess to the extent these are borne by the owner of the 
property. The amount so arrived at is the annual value of a house property. 


However, under the first proviso to section 23(1) the deduction for local taxes as explained above will be 
allowed in the previous year in which the taxes are actually paid. Further, Explanation 2 to section 23(1) clarifies 
that such taxes already allowed upto assessment year 1984-85 on accrual basis will not again be allowed in the 
year in which the payment of such taxes is made. It has been specifically provided that even if in a previous 
year taxes relating to more than one year are paid, the entire payment will be allowed as a deduction as 
explained in the examples given hereunder: : (cnini qi zn 


EXAMPLE 1: For assessment year 1994:95, municipal rateable value of a building is Rs. 9,000. The municipal taxes 


payable thereon is:Rs. 2,500, but the owner had not paid it before 31-3-1994. .: si Ў 
Rateable value ` ees rS H ч (ce. e. Rs. 9,000 acci 
Add: 1/9th of Rs. 9,000 Sean с ue рын А c ec Rs., 1,000 Rs. 10,000 
Less: Municipal taxes Ёз. 2,500 inadmissible since not paid before 31-3-1994 .. — .. — Rs. — NI 
Annual уајце s .. 7 Rs. 10,000 


“a5 


EXAMPLE 2: In assessment year 1995-96, the owner pays the arrear of last year's and the current year's municipal taxes 
aggregating Rs. 5,000. The annual value will be: 


Rateable value) — 7^ .. .- velt assistit cC y ocn .. Rs. 9,000 
Add: 1/9th of Rs. 9,000 Ed КК OL Ty Co aos iom -. Rs. 1,000 Rs. 10,000 
Less: Municipal taxes paid during the year (For assessment years 1994-95 and 1995-96) ^- | Rs. — 5,000 


Annual value EN t ow Rs. 5,000 


ы! 


i ; also pays municipal taxes relating to assessment: 

EXAM Е t усаг 1995-96, in the above сазе, the owner ауз 1 nt 

year 1984-85 КАЕ E 9,500. This, however, will not be allowed as a deduction in assessment year 1995-96 because in 
the assessment year 1984-85, the municipal tax had already been 


} ti чє ех 


———— P ^ 
1. The municipality first determines the gross E s and 
[0] Ifthe property is fitted with а If, Мап salary and cost of dectridty consume PRI. t son niemand 
Gi) Aptis fired with ecc cic танк ааг ат taxes, such as sewerage бак — = ° 
From the balance, the municipality Alles dedu on Varanasi Collection. Digitized by eGangotri MEET 


ET 
ао :- 
{ иа 


allowed on accrual basis [Explanation 2 to section 230). ES 1 


к ee КЛЫ 


rent ofa house property. From such gross rent, the following expenses кеи dedina 
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EXAMPLE 4: The municipal rateable value of a residential building? situated in Bombay city is Rs. 10,000. The netrateable | 
value has been arrived at by the Municipal Corporation after allowing 1 0% on account of the repairs and 30% on account Of service 
taxes like sewerage (halalkhore) tax and water tax. The Municipal Corporation has levied the following taxes during the financial year 


1993-94: | 
General tax 5 2n 56 o6 эс 5t os 55 o8 за PSS GP Rs. 980 
Water tax oe es se ee ae ae ee ee es oe se es Rs. 2,000 ; 
Sewerage (halalkhore) tax a T 55 em m 35 we sis Rs 1,000 
State education cess Rs 600 
Educationcess 55 3d 59 ue m m Д9 dá ws 9t “fe te Rs 500 ! 
Water benefit tax . 39 98 55 55. - Bg зо |. 8f e Hod ode ác Rs. 1,000 
Seweragebenefittax `.. ZU ao dc йла. 29 Ыш isis d. 8 SIR. 600 | 
Municipal taxes paid during the financial year 1993-94 Rs. - 8,50 
: —— 
The annual value of the property for the assessment year 1994-95 will be as under:— 
Netmunicipalrateablevalue ^  .. av ge Bb во X da es wish at dele 58 Rs. 10,000 | 
QUUCHh . us 25. 059 шс сл RED ОО sees аьр аа ВЗР) Й 
Rs. П 
Add: Sewerage (halalkhore) &Watertax .. ac 50 T 56 oc 50 ate ae Rs. 3,000 | 
ee BEC 
Gross rateable value. . ad се Go re ac s Y HS Rs. 14,111! 5 
Deduct: Municipal taxes due and paid for the financial year 1993-94: i o 
"Total taxes 23 о Ж у: m es ou x .. Rs. 8,500 | 
Less: Stateeducationcess.. .. 0 .. Н. а. Rs: 600 Gar 
| Water benefit tax & Sewerage benefit tax*. . Rs 1,600 Rs. 2,200 Rs. 6,300 о 
| Anmulvalue © 2.5. .. .. 1... en Rs. 7,811 | 
| Thus, the annual value will be the starting point for computing property income. | 
(у) Computation of annual value of properties in Bombay city subject to Repair cess: | 
Е , Under the Bombay Building Repairs and Reconstruction Board Act, 1969, a repair cess is levied to provide | 
for the repairs or reconstruction of buildings in a dilapidated state situated within the limits of Greater Bombay, | 
From 1-4-1974, the cess is levied at varying % rates of the rateable value of the property according to the classified | 
categories of the buildings. Under section 28(h) of the said Act, any building exclusively in occupation of the owner | 
is exempt from payment of the repair cess. Where the building is let-out to the tenants, the share of the owner in | 
Tespect of the repair cess will be 10% of the rateable value and he is entitled to recover the remaining amount of the | 
cess levied by increasing the rent of the let-out premises to that extent. The annual rateable value will have therefore | 
to be further increased by the amount of the cess recouped from the tenant. ` | 
Illustration: Netrateable value Rs. 3,600: Repair cess levied at 42% (the property being residential and classified | 
! + by the Bombay Municipality as category ‘B’ building) comes to Rs. 1,512. | 
22225 The owner's share of cess @ 10% of the rateable value of Rs. 8,600 .. nO .. Rs. 360 fet 
Balance of the cess recoverable from the tenants @ 32% of the rateable value of ets | 
Rs. 3,600 50 obi C de 7 rho диин бури OE Si раје "равен B IU) ic 
S EDT die Ё ү - ‹ 
Rs. 1,512 j | 
= EN 
| 


gi : Е ASSESSMENT YEAR 1994-95: 
Municipal taxes levied and paid during the financial year 1993-94: | Taxes levied by the State Government: ' | 
: .. Rs. 1,008 State education cess’. . Rs 180 | 


General tax co 

‘Sewerage (halalkhore) tax . Rs. 360 Repair cess ? Rs, 1,62 
Education cess ie as Rs 180 S S Ihe pax | 
Seweragebenefittax .. .. -. Rs. 216 


—— & Ы { Ў E Se 
Rs, 1,764 . _ Rs. 1,69 
x 


п deducted from th. їсїра ta: 
ccordance with the amount of rateable valuc fixed then achat 
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The annual value of the property will be asunder: icy 
Municipalrateable value 5c 

Add:M9th Bathe 020 

Sewerage (halalkhore) tax d 60 

Add; Repair cess recoverable from the tenants byway ofi i EPEE 

y of increase in rent Rs. 1,152 

fae ЫШ 


Less: Municipal taxes (excluding State education cess) actually paid . 
Less: Sewerage benefit tax (recoverable from tenants) 

Annual value of the property.. . at 

Less: Deductions allowable under section 24: 
Repairs @ W/Sth*of Rs. 3,964 .. a ., .. Rs. — 795 
Repair cess paid (inclusive ofamountrecovered from tenants)’ "a В. 1 512 
State education cess? орнау е Rs. "180 Rs 2,485 

Netpropertyincome .. .. .. "Rs. 1,479 


Bc 
ES 

Р g 
5 


(vi) Concession for newly constructed properties not in the occupation of the owner: 
A [2nd Provisoto Section 23(1)] 

In the case of a building comprising of one or more residential units (not in the occupation of the 
owner), the construction of which is completed after 31-3-1982 but before 1-4-1992, a deduction, in respect of 
such units will be allowed from its annual value at the rate of Rs. 3,600 per residential unit or the annual value 
of such unit, whichever is less, for a period of five years from the date of the completion of such building. 

_EXAMPLE:- Shri Mehra started construction of house property consisting of 20newresidential units for letting-out. Thecon- 
struction of house property was completed on 31-3-1992. The income from house property after considering relief under clause (d) 
of the 2nd proviso to section 23(1) is as follows: 


Assessment year 1993-94 & onwards: 


Fair rent of 20 units at Rs. 500 per unit per month x 12 months Rs. 1,20,000 
Less: Municipal taxes (actually paid) а Rs. . 94,000 
T j Rs...’ 96,000 
Less: Deduction under clause (d) of 2nd proviso to section 23(1): : 1 
20 Units at Rs. 3,600 (maximum since completed after 31-3-1982 but before 1-4-1992) Rs. 72,000 
i Netannuallettingvalue .. — .. Rs. 94,000 
Less: Deductions under section 24: 
Repairs/collection charges @ 1/5th*ofRs.24,000.. ~. 55 Be E Rs. 4,800 
Interest on loan taken forconstructionofhouse ...- .. ++ =. -. Rs. 20,000 
Fireinsurancepremium .. .. «+ sss 5s -. Rs 1,000 Rs. 25,800 


Netloss from house property .. Rs. 1,800 


In the above example, since the property is completed after 31-3-1982 but before 1-4-1992, the assessee will 
be entitled to relief of Rs. 79,000 eun for a period of five years from the date of completion of the building. 


U -03 in respect of newly constructed residential units the loss, if ‘any, resulting from 
Euch per pde ter e above as well as other deductions u/s. 24, like repairs, interest 
on borrowings, etc. will be available for set-off against other income m the same year under section 70 & 71, but the 
unabsorbed loss, if any, of one year cannot be carried forward and set-off in the онш year(s). 

Inthe above example, assuming thatthe business income of Shri Mehra is Rs. 40,000 his total income would be as under: 


V. cesso sen Вз 40000 
Businesincome .. ..  « ts ct 47 E a m nd 
Property income [Loss Rs. 1,800 cannotbesetoffu/s.71(4)"] .. .. ++ Къ 


Grosstotalincome.. Rs. 40,000 


› (c EQS 


RO LEARN 
6. Upto assessment year 1992-93, deduction for repairs 
secti tp Repair cess and State education cess are in the nature © 
on 24(1)(vii) of the Income-tax Act. d theannual valo ani See 
8. а е 1999-98, deduction for: (i) repairs ws. 24(1)0) was 16th of the ann ^ Mei R collection charges. 

ii } 


Ws, 24(1)viii) was 6% of the annual value or amount actually spent, whichever was 


w/s. 24(1)@) was U6th of the annual value. | 
f taxes levied by the State Government and the same are deductible under 


1: Lug do vi UNE SR ET xd da 
ү house property [other than property whose annual value is taken to be 

9. For asses 1993-94 and 1994-95, loss from any чо assessment year [Section 71(4)]. For further details, refer it 
pin 23(9)(2)0)] cannot be sat off against income under any other head in the same азе das; ; 5 EC 


E ^ A > 
Eon 


iii (A) on page 90]. 
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(vii) Self-occupied property: — . 
The annual value of a house or part of a house shall be taken to be ‘nil’, if— 


(i) itisin the occupation of the owner for the purposes of his own residence, or | | 

(ii) itis not actually let during any part of the previous year and no other benefit therefrom is derived by the 
owner. Ifit is let-out during any part of the previous year and for remaining part of the period it is in the occupation 
of owner, then, annual value of the house will be reduced in the proportion in which the period of occupation by the 


owner bears to the whole year as explained in examples given hereafter. 


Where two or more than two houses are in the occupation of owner for the purposes of his own residence 
then, the annual value shall be taken to be ‘nil’ only in respect of any one house of his choice. The annual value of th. 


remaining house/or houses used for self-occupation by the owner will be computed 
explained in item (iv) on page 86] as if the said house/houses were let-out. Ре 
It may be noted that, where the annual value of the house is taken to be ‘nil’, 


[in the manner and method 


as discusséd above, then, no 


t 


deductions under section 24(1) as mentioned in item (xi) hereafter shall be allowed except in respect of interes! 


paid, not exceedings Rs. 5,000 (Rs. 10,080, from assessment year 1995-96 and onwards), on funds borrowed forthe di 


purpose of acquiring, constructing, or reconstructing or repairing the said self-occupied property. fo 
EXAMPLE 1: Shri Shah owns a house in Bombay which was let by him from 1-4-1998 to 30-6-1993 i.e. for three months. The | E: 
compensation received during these 3 months was Rs. 2,000. Since 1-7-1993 it was in the occupation of Shri Shah. The municipal) д 
rateable value of the property is Rs. 7,200. The income from house property will be as under: 
Municipal rateable value a ud dug oo TED Вз. 73» 2 
Add: 1/9th Rs. ё Р 
| к Rs. 80% be 
l Less: Full municipal taxes actually paid during the year со Б on Вз... 3,000: 
пи Annual value ofthe property .. Rs. 5,00; 
| Less: Proportionate annual value for 9 months (1-7-1993 to 31-3-1994) for which the house was in | а 
| the occupation of Mr. Shah [section 23(2) (a)(ii) ]: | hi 
Annual value Rs. 5,000 + 19 months x 9 months (being the period of self-occupation by | te 
| а e EE EE ke eU. ULL с, ШАШЫ а 
| $ Annual value of property for let-out period for 3 months (1-4-93 to 30-6-98)!°: ..:. an Rs. 1,250 
1 EXAMPLE 2: During the financial year 1993-94, Shri Roy is a member of the Union Co-operative Housing Societyandha! „ 
beenallotted a flat, the municipal valuation of which is Rs. 20,000. The society submits bills to individual members every year for the | n 
: maintenance expenses including municipal taxes, ground rent, etc. etc. Shri Roy has also paid his proportionate share of interest | а 
| amounting to Rs. 4,000 in respect of loan borrowed by the society for construction. His other sources of income are Rs. 25,000 and ; 
Rs. 30,000 on account of interest on fixed deposits with various companies and interest on fixed deposits with banksrespectivly | "* 
The total income for the assessment year 1994-95 is computed as under: | 
1. Property income/loss: А 
Annualvalue(beingself-occupied) `.. .. .. .. .. .. Rs. Ni m 
Less: Intereston borrowings by the society (Mr. Roy's proportionate share) . . Rs. 400 | 
= Loss in respect of house property. . Rs. 4,00] 
zo] 
2. Other sources of income: | 
Interest on fixed deposits with companies ec . Rs. 195,000: | 
Intereston fixed depositswithbanks |... .. +. —.. vs Rs. $0,000 Rs 55,0% 
Less: Set-off of loss in respect of property income u/s. 71(1)!# Л ы 4%) 
пот» Gross total i Rs. БИЙ 
т TOSS in : 
Less: Deductionunder Chapter VIA: . › | id uj fa 
Under section 80L inrespect of interest from bank: ? | 
Maximum permissible deduction under section 80 trict 1000 
ae Tes Е edto SE] 
axable income . 4h 
(viii) Loss from house property: | 
Iovi S (A) For sepa pers 1993-94 & 1994-9512; on 
oss in respect of any house property [other than house property whose annual value is taken to be ‘nil’ 
23(2)(a) (1) i.e., self-occupied] cannot be set off against income under any о died ы 
А ` f nt 
| [Section 71(4)]. ; gal 5 y other head in the same assessme 
10, The annual value of Rs. 1,250 is to be further reduced i: i i d а : j 
permissible u/s. 240) should not сей the annual value of the eds es ee ee: aA he However, the gu Е 
- Where house or part of a house in the occupation of the owner for the purposes of his own residence which is not let-out during 207 P^ 
ofthe io. Rek uen s (A) A value of such house or part of a house is to be at ‘Nil’ [Vide section. 23())0] OU EN 
ЕЕ „Га, Bom assesment year 1995-96 and onwards, low in respect of any house property vill bese offin he same yer as explained in РА 14 
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5 ІМСОМЕ 

те t - 1 

„с off aginst any other head оГ income in de Be мне anal ae taken Бе ‘ai fs знае) can be 

жш к по E to such selFoccupied Pre ues клн v CI T EE 
nabsorbed loss under the head "Income from h : 

: : i ouse 1 
акараат асе rato in section ФАП) ШБ са ied forward to the ER EE ES 
and set oll ag rom house property only upto assessment year 1994-951% [Section 71A]. 

В Upto assessment year 1992-93: 
шеше the same assessmen : year Et эло ре carried forward олар Mike het rec Ес n 
. , Loss arising on account of any deduction admissible und i А 5 - ў 
acquiring the property, payment of ground rent, etc. will Pep ср pre ny eater ponam аваа 
From assessment year 1987-88 and onwards, [ ATE TER tb 


maximum permissible deduction in respect of such intereat ts Re OP i LOO ee nie oa 


(ix) When self-occupied property cannot be occupied by the owner for certain reasons: 

Section 23(3) provides that where an assessee owns only one residential house which cannot actually be 
occupied by him owing to the fact that he has to reside elsewhere (in a building not belonging to him) by reason of 
his employment, business or profession carried on at such other place, the annual value of such house shall be taken 
to be ‘nil’ ifthe house is not actually let and no other benefit therefrom is derived by him. As the annual value of such 
a house will be taken to be ‘nil’, no deduction will be allowed under section 24(1) [Vide section 24(9)]. 


i :- (x) Property owned by co-owners: : 

· Section 26 provides that where a house property is owned by two or more persons and their respective shares 
are determinate, such persons shall not be assessed in respect of such property as an association of persons but the 
share of each co-owner will be included in his total income. .. | 

Where the property is occupied throughout the year by the.co-owners for their self-occupation, the annual 
value falling to the share of each co-owner is to be taken at ‘nil’ as explained in example 2 on page 90. 
К (xi) Deductions from house property income: ААЙ; 
Section 24 provides that the income under ће head "Income from house property" is to be computed after 
making the following deductions from the annual value determined under section 23: ( 
(i) (a) From assessment year 1993-94 and onwards, in respect of repairs of, and collection of rent 
from (i.e., collection charges), tlie property, a sum equal to 1/5th of the annual value. : 
. (b) Upto assessment year 1992-93, in respect of repairs at 1/ 6th of the annual value if the owner 
"has to bear the cost of repairs. Where the tenant has undertaken to bear the cost of repairs, the deduction will 
be equal to the difference between the annual value and the rent payable by the tenant ora sum equal to 1/6th 
of the annual value, whichever is less: dines 3 


ii) The premium paid to insure the property against risk of damage or destruction, sti 
ey ee the ЖЫ. is subject to any anne charge (not being a charge created by the assessee 
voluntarily or a capital charge), the amount of such charge. __ . l l } 
(iv) Where abs ШОС is subject to a ground rent, the amount of such йй rat un. ү 
(v)- Where the property has been танкны eee or reconstructie wiih 
: t of interest payable” on such borrowin: EET. 
mer Mo quor О 
construction of house pro rty and pertaining to the period'prior tothe previous yedin оза 
ruction of house prope deducted in five equal annual instalments commencing 


` hall be | 
property has been acquired or constructed s ired or constructed and each of the four immediately 
: uma use was acqui 1 = A 
S nae ҮШ the hon of interest so deductible shall not include any amount of such - 


ision of the Act. 


interest allowed as a deduction under any other prov” or any other tax levied by the State Government in : ү 


(vi) Any sum paid on account of land reveni 


19b. H. ted section 71A, w.e.f. 1-4-1995, such Central Gov ‘servants under the House Building — 
13. "The Board has clarified that “Interest on house building advance rg guch interesti payable ter [Circular No. 363 dt- 264 


P 
=» 


МЗ ITR (st) 9]. 
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respect of the property—(e.g. State education cess, Repair cess). _ 

5 (vii) Шр Sea нау зн 1999-93, collection charges paid which should по crece 6% = паш 
value of the property. From assessment year 1993-94 and onwards, a compo duct X n wen GT in 
respect of repairs and collection charges at 1/5th of the annual value as cyh in (i) аА m рар CS 

(viii) Where the property is let and was vacant during a part of the усы at part обе аап ay ue 
which is proportionate to the period during which the property is wholly unoccu pi ee шу 
allowance is allowable irrespective of Manni Mie period during which the property remai acant 

recedes or follows the period during which it is let-out. з 
1 (ix) ae ED the conditions prescribed in Rule 4 of the Income-tax Rules. 
If the irrecoverable rent is realised subsequently, it will be brought to tax under section 25A as 

explained under item (xii) hereafter. d =: 

None ofthe above deductions are allowable where the annual value of the house kept for self-occupation is to 
be taken at ‘nil’ under sections 23(2)(a)(i) & 23(3) as explained in items (vii) on page 90 and (ix) on page 91. : 

However, interest not exceeding Rs. 5,000 (Rs. 10,000, from assessment year 1995-96 and onwards) paid on 
funds borrowed for the purpose of acquiring, constructing, or reconstructing or repairing the self-occupied 
property which is not let-out during any part of the previous year will be allowed as deduction as explained under 
item (vii) on page 90. This deduction is not admissible in cases where the property is ofthe nature referred to in item 
(ix) on page 91. 

EXAMPLE: Shri Shah inherited a house property from his deceased brother who had directed Shri Shah to pay Rs. 4,000 per 
annum to the widow of the deceased. The annual municipal valuation of the building is Rs. 27,000. Municipal taxes to the extent of 
Rs. 6,000 were borne by the tenants. Shri Shah borrowed a sum of Rs. 20,000 for the purposes of heavy repairs to the house and paid 
Rs. 2,400as interest. Shri Shah has mortgaged the property and the mortgaged amountis spent on the marriage of his daughter and 
interest paid on the mortgage is Rs. 2,000 per annum. v 


Assessment year 1994-95; 

Rateable valueas per municipal valuation Зо 0 ae З оо nd 55 ve Rs. 27,000 
Add: 19th do^ dp T oo 55 2c 3t 25 Rs. 3,000 
Rs. 30,000 

Less: Municipal taxes levied and paid during the year .. Rs. 9,000 
Less: Municipal taxes borne by the tenants ae So .. Rs. 6,000 Rs. 3,000 
Annual value Rs. 27,000 

Less: Deductions allowable under section 24(1): m а 

(1) Repairs/collection charges @ 1/5th" of Rs. 27,000 а . Rs. 5,400 

(2) Premium paid to insure the property against risk of damage . Rs. 400 

(3) Annualchargeon the property (notcreated voluntarily) . Rs. 4,000 

(4) Groundrent He ut ae án E E . Rs. 3,000 

(5) Intereston borrowed capital (for heavy repairs) ac JO dg . Rs. 2,400 

(6) Interest on mortgage for marriage of daughter (not admissible)" ^ .': . Rs. 'Nil 
(7) Sumpaidonaccountoflandrevenue .. e ao o0 bg . Rs: ' 600 Rs. 15,800 
Un Property income. . ac Rs. 11,200 


(xii) Special provision for cases where unrealised rent allowed as deduction is realised subsequently: 
è Recovery of irrecoverable rent allowed as a deduction earlier will be brought to tax in the year of recovery as 
income from house property. No deduction either u/s. 23 or 94 will be allowed from the amount so brou ght to tax: It 
Is not necessary that the assessee must be the owner of the house property in that year (i.e. the year in which 
irrecoverable rent is realised) and recovery of such irrecoverable rent can be brought to tax only in the hands of the 
assessee who availed the benefit of deduction w/s. 24(1)(x) in earlier year or years [Section 25A]. — 
EXAMPLE: Mr. Dalal had let-out a house property to Mr. Shah at an i ; 

1981-82, 1982-88 and 1988-84 Mr. Shah failed 5 m ТИ rent. In EUER um Ee BENN DAE ааа асое угыз 
Rs. 12,000 only as irrecoverable rent u/s. 24(1)(x). On 31-3-1984 Mr. Dalal sold the house, after evicting Mr. Shah. In assessment 


1994-95, Mr. Dalal d Rs. 30,000 i i b < A 
AS Mr. Shah етс 000 inclusive of Rs. 12,000 allowed u/s. 24(1)(x) (out of Rs. 36,000 being the unpaid rent) 


House property income for assessment year 1994-95 of Mr. Dalal will be Rs. 12,000 


Notes: (1) Nodeductionu/s. 23 or 24 will be allowed from this sum of Rs. 12,000, 


(2) Inassessmentyear 1994-95 even through ; Dalal OW i i 
ome аг [om uus ug} M does not own the said house, the above sum of Rs. 12,000 will 


(3) Mr. Dalal cannot claim the sum of Rs. 6,000 (Rs 36 000 unrealised 
] n з. б, ‚36, rent le h 
ped rent notallowed in earlier years, as deduction u/s. 24(I)(x). This beca oe eae. aan Sor 
isallowable from this sum of Rs. 12,000. Star 


14. Upto year 1992-98, deduction for: (1) repai i - 
w/s, 24(1)vii is 6% ofthe annual value or amount actually spent, eather Т) PU of the annual value, and (b) collection charges 


15. Since the amount is rai 2 
e on mortgage is raised for personal expenses, the interest payable thereon is not ded uctible, 
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PROFITS AND GAINS OF BUSINESS OR PROFESSION 
[From assessment year 1991-92 and onwards] 
[Sections 28 to 44D] 
(i) Business: 
As defined in section 2(13) of the Income-tax Act, “Business” includes any trade, commerce or manufacture or 
any adventure or concern in the nature of trade, commerce or manufacture. 


For the purpose of computing business income, speculation business, if any, carried on by an assessee will be 
treated as distinct and separate from any other business carried on by him [Explanation 2 to section 28]. 


i (ii) Profession: 
Under section 2(36), “Profession” is defined to include vocation. Income from the exercise of any profession or 


vocation which calls for an intellectual or manual skill, falls under this head. It covers cases of doctors, lawyers, 
chartered accountants, architects, consulting engineers, artists, sculptors, musicians, singers, etc. 


(iii) Business or professional income: 
Under section 28, following income is assessable as income from business or profession: 
(a) profits and gains of business or profession carried on during any part of the previous year; 
(b) compensation received for modification in, or termination of, managing agency agreement; 
(с) compensation received for nationalisation of business ог property; 


(d) income derived by.a trade, professional or similar association from specific services performed for its 
members; 


(e) the value of any benefit or perquisite arising from business or profession; 

(f) profit on sale of import entitlement licences granted to exporter; 

(g) cash assistance received or receivable by exporter; 

(h) any duty of customs or excise re-paid or re-payable as drawback to exporter; 


(i) from assessment year 1993-94 and onwards, any interest, salary, bonus, commission or remuneration, 
by whatever name called; due to, or received by, a partner of a firm from such firm. However, the amount of 
salary, remuneration, etc. and/or interest which is disallowed in the hands of the firm u/s. 40(b) and taxed at the 
maximum marginal rate, will be reduced from the salary, remuneration, etc. and/or interest assessable in the 
hands of the partner. , AS : 


(iv) Receipts deemed to’ be profits and gains of business or profession: 
Under section 28, profits and gains of any business or profession are chargeable to tax provided the business ог 


profession is carried on in that year. However, the following receipts are deemed to be the profits chargeable to tax even 
though the business or profession to which they relate ceased to be in existence in the year of their receipt: 


(a) where any allowance or deduction has been made in the assessment of any year in respect of loss, 
expenditure or trading liability and subsequently, during-any previous year any amount is received by the 
assessee whether in cash or in any other manner whatsoever in respect of such loss or expenditure or any benefit is 
obtained in respect of such trading liability by way of remission or cessation thereof, the amount so received or the 
value of the benefit so obtained shall be deemed to be profits and gains of the business or profession. In other 
words, the person who receives the benefit of cessation of liability should be the same person who was allowed the 
deduction for such liability [Section 41(1)]. 


However, from assessment year 1993-94 and onwards, successor-in-business receiving the benefit also will be 
taxed on such benefit. In the case of amalgamation of a company, the amalgamated’ company will be the 
successor; in the case ofa firm, if succeeded by another firm, the successor firm will be the successor, In any other 
case, any other person succeeding to that business or profession, shall be the successor [Substituted section 
41(1)]; er. 

item of asset representing expenditure of a capital nature on scientific research is sold without 

PM Eom шш and the proceeds of the sale together with the amount of deduction allo у d 

under section 35(2) & (2B) exceed the amount of capital expenditure, such excess or the amount of deductions : 
allowed, whichever is less, shall be chargeable to income-tax as income of the business or profession of the 

previous year in which the sale took place [Section 41(3)]; кз gt | di d en | 

here a deduction has been allowed in respect of a bad debt or part of debt under section 36(1) (vii), 285 

апа H жакс subsequently recovered on such debt or part is greater than the difference between thed btor — 

part of debt and the deduction so allowed, the excess realisation shall be deemed to be the business income c 

year in which the Че, recovered. [респ D Collection. Digitized by eGangotri ^ — ve pes 
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: i - was due to an assessce out of which Rs. 20,000 was written off by him as. 
а een i Var RB] and allowed as a deduction in that assessment. Thus, the anne шоп of 
Rs. 10,000 was considered to be recoverable. As against Rs. 10,000 the assessce has actually recovered Rs. 13,000 іп 4 c previous 
ycar relevant to the assessment year 1994-95. Whether the business in respect of which deduction had been allowed is in 
existence in that year or not, the difference of Кз. 5,000 will be deemed to be the business income of the assessce for the 
assessment year 1994-95. 3 i= 

(d) any sum received after the discontinuance of a business shall be treated as the income of the recipient in 
the year of receipt, if such sum would have been included in the total income of the person who carried on the 
business had such sum been received before such discontinuance [Section 176(3A)]; 

(e) where any profession is discontinued in any year on account of the cessation of the profession by reason 
of the retirement or death of the person carrying on the same, any sum received after the discontinuance shall be 
deemed to be the income of the recipient and charged to tax accordingly in the year of receipt, if such sum would 
have been included in the total income of the aforesaid person had it been received before such discontinuance 


[Section 176(4)]. 


(v) Deductions from business or professional income: 
Business expenditure is allowable only when any business or profession was carried on by the assessee at any time 


during the previous year. No deduction is admissible where the business or profession has been discontinued and has not 
been carried on at any time during the previous year. ; 


Some of the important deductions admissible in computing the income from business or profession are discussed 


below:- 


5 ог profession. In the case of machinery or plant acquired under hire 


used for the purposes of business or profession [Section 43(3)]. 


(1) Rent, rates, taxes, repairs and insurance for business ог professional premises: 
(Section 30 read with section 38) 

(a) where the premises are occupied by the assessee as a tenant, the rent paid for the premises and if he has 
undertaken to bear the cost of repairs to the premises, the amount paid on account of such repairs; 

(6) where the premises are owned by the assessee, the amount paid by him on current repairs to the 
premises; i 

(c) any sums paid on account of land revenue, local rates or municipal taxes; 

(4) the amount of any premium paid іп respect of insurance against risk of damage or destruction of the 
premises. - 


Where the hired premises are occupied by the assessce partly for business or professional purposes and 
partly as dwelling house, the deduction in respect of rent paid, cost of repairs and any sums paid on account of 
land revenue, local rates or municipal taxes will be allowed only in proportion to the part used for the purposes of 
business or profession. 


If the premises, used partly for business or professional purposes and partly for residential purposes, are 
owned by the assessee, proportionate expenditure, in relation to the part used for business or professional 
purposes will be allowed on account of cost of current repairs, land revenue, local rates or municipal taxes. 

(2) Repairs and insurance of machinery, plant and furniture: 
, (Section 31) 
Current repairs to. i id i i chi д 
З aa ре х Ew) Рт pag A raid ES ОШЕН of, machinery, plant or furniture used for the 
(3) Depreciation: 
(Section 32) 
Depreciation allowance in respect of buildings, machinery, 
(i) ^ Conditions for allowing depreciation allowance: 
(a) the assets should be owned by the assessee; and 
(b) the assets should actually be used for th ; i i 
(ii) “Plant” has been defined to TAA ships, аа Е mum taut ч Рао 
> c apparatus and surgical equipment 


plant or furniture is to be allowed as a deduction. 


(ili) Disallowance of depreciation on land:—D jation i 
blading crece tur only ow de елена 15 not allowable on the cost of the land on which the 


(iv) Depreciation in respect of machinery acquired on hire purchas : i 
machinery and plant is to be allowed only to the owner ieu ao аА us puede 


depreciation under &ürgulannNos!9, Blatedn 28:811943;ollection. Digit abd. phase agreement, the lessee is allowed 
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(v) Depreciation of full cost in respect of items of machinery and plant of certain value:—Under the first proviso to 
section 32(1)(ii), where the actual cost of each unit of the machinery or plant does not exceed Rs. 5,000, the whole 
of such cost will be allowed as deduction from the profits of the previous year in which the machinery or plant is 
first put to use for the purpose of business or profession. However, this concession is not applicable to furniture. 

_ _ Note: Where depreciation of full cost in respect of items of machinery and plant is allowed under section 32(1)(ii), then, 
investment allowance under section 32A and investment deposit account under section 32AB is not admissible. 
(vi) Basis of calculation of depreciation allowance:-This is to be calculated as under:— 

Depreciation will be allowed on the written down value of the block of assets. “Block of assets” means a 
group of assets falling within a class of assets, being buildings, machinery, plant or furniture, in respect of which 
the same percentage of depreciation is prescribed. Ocean-going ships also will be included in the block of assets. 

(vii) Actual cost:—This is defined under section 43(1) and means actual cost of the assets to the assessee, 
reduced by that portion of the cost thereof, if any, as has been met directly or indirectly by any other person or 
authority. 

Interest paid or payable on borrowed funds in connection with the acquisition of a depreciable asset 
and capitalised as pre-commencement expenses, before the asset is first put to use can be added to the cost of the 
asset for claiming depreciation, investment allowance, etc. However, such interest relatable to the period after the 
asset acquired is first put to use cannot be added to the actual cost of the asset. The interest paid in such a case is 
allowable as revenue expenditure year by year. 

(viii) Cost deemed to be the actual cost:— 

(a) Where an asset is acquired by way of gift or inheritance, the actual cost to the assessee shall be the 
actual cost of the previous owner as reduced by depreciation actually allowed [Explanation 2 to section 
43(1)]. 

(b) Where, before the date of acquisition by the assessee, the assets were at any time used by any 
other person for the purpose of his business or profession and the Assessing Officer is satisfied that the main 
purpose of the transfer of such assets, directly or indirectly to the assessee, was the reduction ofa liability to 
income-tax (by claiming depreciation with reference to an enhanced cost), the actual cost to the assessee 
shall be deemed to be such amount as the Assessing Officer may, with the previous approval of the Deputy 
Commissioner determine having regard to all the circumstances of the case [Explanation 3 to section 43(1)]. 
(ix) Written down value:—This is defined under section 43(6) and means: 

For assessment year 1988-89: 
In the case of block of assets, the written down value shall be arrived at as under: 


(a) The aggregate of the written down value of all the assets falling within that block of assets at the 
beginning of the previous year shall first be calculated; р 

(b) the aggregate of the written down value arrived at as in (a), shall be increased by the actual cost of any 
asset falling in that block which was acquired during the previous year; and EE 

(c) the sum so arrived at in (b) shall be reduced by the moneys receivable together with scrap value, if any, 
in respect of any asset falling within that block which is sold or discarded or demolished or destroyed during the 
previous year, so, however, that the amount of such reduction does not exceed the written down value as so 
increased. 

Assessment year 1989-90 & onwards: 

The written down value of any block of assets in the immediately preceding previous year shall be reduced 
by the depreciation actually allowed in respect of that block of assets in relation to the said preceding previous 
year and as further adjusted by increase or the reduction as mentioned in (b) & (c) above. 


EXAMPLE: Mr. Shah is maintaining books of accounts from April to March. He has the following plants and factory 
buildings: 


Assessment year 1987-88: 

Plant ‘A’ 
Rs. 
W.D.V. as on 1-4-1986 ad 66 es 29 od os sc e: e 3,52,941 
Less: Depreciation @ 15% .. v. Ba 29 г: A u $9 759,941 


W.D.V. of the First Block at beginning of assessment year 1988-89 .. 3,00,000 
Building “X° 


W.D.V; аз:оп 1-4-1986., < ivi илбей 7 гийин бен лл оа АА 


W.D.V. of the Second Block at beginning of assessment year 1988-89 — .. 0 2000900 — RM 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri EE. 
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docs 10, 1000 
f 10,00,000 _ 
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Less: Depreciation @ 1096... „аана o ie тарыла Ол e sa 2,29,099 2 bum 
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_ Rs. 35,00,000 respectively, then, not only the depreciation is not allowable f 
respect of First Block and excess of Rs. 9,05,677 in respect of ог 
explained in illustrations on page 125. — pect of Second Block wil 


Assessment year 1988-89: 


W.D.V. at beginning of assessment year 1988-89: 
First Block: Plant “A” Rs. 3,00,000 and Plant “В” Rs. 7,00,000 . 
Second Block: Building “X” Rs. 20,00,000 and Building “Ү” Rs. 10,00,000 
Less: Depreciation @ 33.33% (First Block)/10% (Second Block) 
W.D.V. at beginning of assessment year 1989-90 


Assessment year 1989-90: 
W.D.V. at beginning of assessment year 1989-90 od ün 
Less: Depreciation @ 33.33% (First Block)/10% (Second Block) 
W.D.V. at beginning of assessment year 1990-91 


Assessment year 1990-91: 
W.D.V. at beginning of assessment year 1990-91.. dE Ac $t 
Less: Depreciation @ 33.33% (First Block)/10% (Second Block 
W.D.V. at beginning of assessment year 1991-92 


Э Assessment year 1991-92: 
W.D.V. at beginning of assessment year 1991-92. . 55 .. 
Less: Depreciation @ 33.33% (First Block)/10% (Second Block) 
W.D.V. at beginning of assessment year 1992-93 


Assessment year 1992-93: 
W.D.V. at beginning of assessment year 1992-93. . се ea 
Less: Depreciation (9 25% (First Block)/10% (Second Block). А 
W.D.V. at beginning of assessment year 1993-94 
Assessment year 1993-94: 
W.D.V. at beginning of assessment year 1993-94.. ac 5c ag 
Less: Depreciation @ 2596 (First Block)/10% (Second Block). = 
: W.D.V. at beginning of assessment year 1994-95 


d Assessment year 1994-95: 

During the financial year ending on 31-3-1994 Mr. Shah — 

(1) acquires new plant “С” for 

(2) sells old plant *A" for У 

(3) acquires new building "Z" for .. 

(4) sells old building “Y” for QT. 
W.D.V. at beginning of assessment year 1994-95. . 3 En ДД 
Add: Cost of plant "C"/building “Z” acquired during the previous year 


Less: Sale proceeds of plant "A"/building “Ү” during the previous year 


W.D.V. before depreciati ; 
Less: Depreciation @ 25% (First Block)/10% (Second Block) .. z 


W.D.V. at beginning of assessment year 1995.96 


, In the above example, if plant ‘A’ of First Block and building ‘Y’ 


Rs. 5,00,000 
Rs. 6,00,000 
Rs. 10,00,000 
Rs. 15,00,000 


First. Block 
(Plants) 


Rs. 


10,00,000 


3,33,300 
6,66,700 


6,66,700 
2,22,211 
4,44,489 


1,11,133 
5, ‚000 
6,11,133 
6,00,000 

11,133 


2,783. 


Second Block 
( Buildings) 
Rs. 
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(x) З Depreciation on motor car manufactured outside India:— Where such car is acquired after 28-2-1975, no 
depreciation is admissible. However, depreciation will be allowed on such car if it is used — 


(a) upto assessment year 1991-92, for hiring to tourists, 
(b) from assessment year 1992-93 and onwards,— 
(1) for hiring to tourists, or 


(2) outside India by an assessee in his business ог profession in another country [Amended 2nd 
proviso to section 32(1)(ii)]. 


(xi) Depreciation on machinery or plant of mineral oil prospecting concerns: — Under clause (b) of the second proviso 


to section 32(1)(ii), from assessment year 1992-93 and onwards, dep 


> 1 reciation is not allowable in respect of 
machinery or plant, if the actual cost thereof is allowed as deduction under an agreement entered into by the 
Central Government u/s. 42. 


(xii) Restriction on depreciation allowance. only Jor assessment year 1991-92, in the case of all companies:— As per the 
4th proviso to section 32(1)(ii), only for assessment year 1991-92, depreciation allowance on written down value 
of any block of assets, in the case of companies, is to be restricted to 75% of the amount calculated at the 
percentage prescribed in the Income-tax Rules, 1961. The written down value of the block of assets for assessment 
year 1992-93 will be arrived at by reducing the 75% of the normal depreciation allowance in respect of assessment 
year 1991-92. For example, refer page 84 of Income-tax Ready Reckoner 1993-94 (55th year of Publication). 


(xiii) Prescribed rates at which depreciation is to be allowed:—Different rates of depreciation for different block of { 
assets are prescribed in Appendix I, read with Rule 5 of the Income-tax Rules, 1962. ‘These rates have been 
revised w.e.f. 2-4-1987 and will be applicable for the assessment year 1988-89 and onwards: The substituted Rule E 
5 and Appendix I, for ready reference is given hereunder: 


Rule 5. Depreciation. (1) Subject to the provisions of sub-rule (2), the allowance under clause (ii) of sub-section (1) T 
of section 32 in respect of depreciation of any block of assets shall be calculated at the percentages specified in the second | 
column of the Table in Appendix I to these rules on the written down value of such block of assets as are used for the purposes of 
the business or profession of the assessee at any time during the previous year. 


(2) Where any new machinery or plant is installed during the previous year relevant to the assessment year commencing 
on or after the Ist day of April, 1988, for the purposes of business of manufacture or production of any article or thing and such 
article or thing— k 

(a) is manufactured or produced by using any technology (including any process) or other know-how developed in, or 
(b) is an article or thing invented in, 

a laboratory owned or financed by the Government or a laboratory owned by a public sector company or a University or an 

institution recognised in this behalf by the Secretary, Department of Scientific and Industrial Research, Government of 

India, such plant or machinery shall be treated as a part of block of assets qualifying for depreciation at the rate of 40 per 

cent.’ of written down value, if the following conditions are fulfilled, namely:— t 

(1) the right to use such technology (including any process) or other know-how or to manufacture or produce 
such article or thing has been acquired from the owner of such laboratory or any person deriving title from such owner; 

(й) the return furnished by the assessce for his income, or the income of any other person in respect of which he is 
assessable, for any previous year in which the said machinery or plant is acquired, shall be accompanied by a certificate 
from the Secretary, Department of Scientific and Industrial Research, Government of India, to the effect that such 
article or thing is manufactured or produced by using such technology (including any process) or other know-how 
developed in such laboratory or is an article or thing invented in such laboratory; апд 

(iii) the machinery or plant is not used for the purpose of business of manufacture or production of any arücle or 
thing specified in the list in the Eleventh Schedule to the Act. 


Explanation: For the purposes of this sub-rule,— : i 
anda е Societies Regirratiea Ас, 1800] and financed vill Go ba асаа 
Gode cumpeny su dated im senem 617 of the Саена Ме ГОРЫ О doo 
ата балы CERERI AR D mabe ste et 
purposes of that Act. - 


-— 


travel ts use certain foreign motor cars, owned by them, for providing transportation services to 
tir cR S Seen ee cars [Vide Circular No. 609, dt. 29-7-1991. 191 ITR (St.)1]. fbr on оа J 
2. In the case of domestic companies, unabsorbed depreciation/investment allowance relating | to assessment year 1991-92 and cd 
earlier years which are to be set off in assessment year 1992-98, 2/Srd of either or both will be sct off in'assessment year 199293, For —— E 
further details, refer item (xvii) on page 101. 7 ч vesti gei Ошу эл 2р! pen чаа dia cab „МЕ И КЫШ, БӨӨ О О 
3. Upto assessment year 1991-92, the rate of depreciation їз 50%, as against 4096, ofthe written down value, =° ho 

З С TM UL 2 
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Rates of Depreciation for the assessment year 1988-89 & onwards: 
APPENDIX I 

| Ce MISSIBLE 

V E OF RATES AT WHIC EPRECIATION IS ADMISSIBLE 
TABLE OF RATES AT WHICH DEPREC ? ELA 

allowance 


Blocks of assets 
as percentage of 


written down value 


RERUM. pud a а. 
; l 2 
SONSES ES A Á 
1. Buildings (scc Notes 1 to 3 below the Table on page 100) 1 V ve 
(1) Buildings other than those covered by sub-item (3) below which arc used mainly for residential 


urposes Эр oc de + oc 56 s ats Bo we sé cd 
(2) Buildings which аге not used mainly for residential purposes and which arc not covered by sub-item 
(3) below э zd ze ae 21 25 os А " 30 ss 
(3) (i) Buildings used as hotels ` 
(ii) Buildings with dwelling units cach with plinth area not excecding 80 square metres 
(4) Purely temporary crections such as wooden structures x Se E. s ae 52 100 
П. Furniture and Fittings: 
(1) Rate applicable to furniture and fittings not covered by sub-item (2) below. . ap 60 cia 10 
(2) Furniture and fittings used in hotels, restaurants and boarding houscs; schools, colleges and other 
educational institutions; libraries, welfare ‘centres; mecting halls; cinema houses; theatres and 
| Circuses; and furniture and fittings let out on hire for use on the occasion of marriages and similar 
j functions oo ce ac ac Sc - U on at Gd ac v 15 
Ш. Machinery and Plant: 
(1) Machinery and plant other than those covered by sub-items (1-A), (2) and (3) below э { 25: 
[ (1A)Motor cars, other than those used in а business of running them on hire, acquired or put to use on or 
ta after Ist day of April, 1990 OF 25 Y: es =i 5c 20 oc Ve Je 20 
kl (2) (i) Aeroplanes — Acro-engines 
ў (ii) Motor buses, motor lorries* and motor taxis used іп a busincss of running them on hire } 40° 
(iii) Moulds used in rubber and plastic goods factories 
b (iv) Air pollution control equipments, being — 
AN (a) Electrostatic precipitation systems, 
(b) Felt-filter systems, 
(с) Dust collector systems, 
(4) Scrubber-counter current/venturi/packed-bed/cyclonic scrubbers 
(e) Ash handling system and evacuation system? LS 
(v) Water pollution control equipments, bcing — 
(a) Mechanical screen systems, 
(6) Acrated detritus chambers (including air compressor), 
(є) Mechanically skimmed oil and grease removal systems, ` t 
(d) Chemical feed systems and flash mixing equipment, 
(e) Mechanical flocculators and mechanical reactors, 
} (f) Diffused air/mechanically aerated activated sludge systems, 
| (g) Aerated lagoon systems, >“. : 
(h) Biofilters, 
| (i) Mcthane-recovery anaerobic digester systems, 
| () Air floatation systems, ti 
(k) Air/stcam stripping systems, 
| 
| 
| 
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(1) Urca hydrolysis systems, 
(m) Marinc outfall systems, 
(л) Centrifuge for dewatering sludge, 

2 2 — _ fo) Rotating biological contactor or bio-disc, 
(p) Yon exchange resin Column, —— : 
(4) Activated Carbon Column. б 


(vi) (a) Solid waste control equipments, being-Caustic/lime/chrome/mincral/eryolite recovery 


(b) Solidwaste recycling and resource recovery systems”. 
4. The rate of depreciation in respect of assets specified in item III (1) is 33.3396 in relation to 
ics” or “motor buses" and 


ayar aed dose E ceri LEES 29-7-1991, 191 ITR (St) 1]. prid rate of depreciation will be allowed on motor vans also, if 
| к не б dU H4 ISS. 308 ETR кс] 8). However wil ot apply if motor buses, motor lorries, ec are шей inser ата n 
T Tere ос ергосагоп un respect of assets specified in item III (2) (i), (li) & (iii) is 50% Tub 
7. The rate of depreciation in of АН % in relation to assessmen е $ 
| 1952193 & 199594 is 40%. Tem (e) in entry (М) and fem (b) ш АЈА (YD а relation to: (a н усаг 1968-89 vo 1991-92, 
TI (Amendment) Rules, 1993. 20K ITR (St) 30]: — < mes 


2 D eden ) assessment years 1988-89 to 1991-92 is 50% а 
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(vii) Machinery and plant, used in semi-conductor industrv covcring all integrated circuits (ICs) 
(excluding hybrid integrated circuits) ranging from small scale integration (SSI) to large scale 
integration/very large scale integration (LSI/VLSI) as also discrete semi-conductor devices * 40 
such as diodes, transistors, thyristors, triacs, etc.) other than those covered by entries (iv) (v) 
and (vi) of this sub-item and sub-item (3) below*4 pee жс тү ў 
(3) (i) Wooden parts used in artificial silk manufacturing machinery 
(ii) Cinematograph films-bulbs of ‘studio lights. 
(iii) Energy saving devices, being — 
A. Specialised boilers and furnaces — 
(a) Ignifluid/fluidized bed boilers 
'(b) Flameless furnaces and continuous pusher type furnaccs 
(c) Fluidized bed type heat treatment furnaces 
(d) High efficiency boilers (thermal efficiency higher than 75 per cent. in case of coal fired - 
and 80 per cent. in сазе of oil/gas fired boilers) s ; 
B. Instrumentation and monitoring system: for monitoring energy flows: 
(а) Automatic electrical load monitoring systems : e 
(b) Digital heat loss meters ... 
(c)  Micro-processor-based control systems 
(d) Infra-red thermography ; ; j Sis 
(e) Meters for measuring heat losses, furnace oil flow, steam flow, electric energy and 
power factor meters : 
(f) Maximum demand indicator and clamp on power meters 
(g) Exhaust gases analyser bes 
(h) Fuel oil pump test bench 
C. Waste heat recovery equipments: 
(a) Economisers and feed water heaters 
(b) Recuperators and air pre-heaters 
(d Heat pumps ; 
(4) Thermal energy wheel for high and low temperature waste heat recovery 
D. Co-gencration systems: E i ; 
(a) Back pressure pass out, controlled extraction, extraction-cum-condensing turbines for 
cogeneration alongwith pressure boilers 
(b) Vapour absorption refrigeration systems 
(c) Organic rankine cycles power systems 
(4) Low inlet pressure small steam turbines 
E. Electrical: equipments: 
: (a) Shunt capacitors and.synchronous condenser systems 
v(b). Automatic power ‘cut-off devices: (relays) mounted on individual motors 
(c) Automatic voltage controller ‹ dia 
(d) Power factor controller for A.C. motors 
(е) Solid state: devices for controlling motor speeds 
(f) Thermally energy-cfficient Stenters (which require 800 or less kilo calorics of heat to . 
evaporate onc kilogram of water) 
F. Burners: 
(a) 0 to 1096 excess air burners, 
(b) Emulsion’ burners 
* (c). Burners using air with high pre-heat temperature (above 300°C) : 
G. Other equipments: S ; 
(a) Wet air oxidation cquipment for recovery of chemicals and heat 
(b) Mechanical “vapour recompressors ` : u бегл 
(c) Thin film evaporators qua : 
(d). Automatic: micro-proccssor based. load ‘demand controllers 
(e). Coal based producer gas plants, 
(f) Fluid drives and fluid couplings . 
? Turbo charges/Super-charges 
(iv) Flour mills — Rollers ul 4 
(v) Саз cylinders including valves and'regulators: =" : 
(vi) Glass manufacturing concerns — Direct fire glass melting furnaces б 
(vii). Iron and steel industry — Rolling mill rolls 
(viii) Match factories — Wooden match (таш. ; А 
ix) Mineral oil concerns— ; B Wf ddnde PETER] EMT 
Aen '(a) Plant used in ficld operations (above ground) Distribution — Returnable packages | 
(b) Plant used in field operations (below ground), but not including kerbside pumps including | TOLA 
underground tanks and fittings used in field operations (бро) by mineral ой“ nu sq) 
concerns. | bhosa pe ' guitsuigeb adt or bros a0 Майе 


à. 


i 
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(x) Mines and quarries— А) 
(а) Tubs, winding горсѕ, haulage ropes and sand stowing pipes 
(b) Safety lamps 
(xi) Salt works —Salt pans, reservoirs and condensers, ctc., made of carthy, sandy or clayey 
material or any other similar material 
(xii) Sugar Works — Rollers 
(xiii) Renewed energy devices being— 
(a) Flat plate solar collectors 
(5) Concentrating and pipe type solar collectors 
(c) Solar cookers 
(d), Solar water heaters and systems 
Air/gas/fluid heating systems ; 
Solar crop driers and systems | 100 
(g) Solar refrigeration, cold storages and air-conditioning systems 
(h) Solar steels and desalination systems 
(i) Solar power generating systems 
Solar. pumps based on solar thermal and solar photovoltaic conversion 
ü (k) Solar photovoltaic modules and panels for water pumping and other applications 
j (1) Wind mills and any specially designed devices which run on wind mills 
Ж. (m) Any special devices including electric generators and pumps running on wind energy 
i (n) Biogas plant and biogas engincs 
{ (o) Electrically operated vehicles including battery powered or fuel-cell- powered vehicles 
i] (b) Agricultural and municipal waste conversion devices producing energy 
4 (4) Equipment for utilising ocean waste and thermal energy 
i (r) Machinery and plant used in the manufacture of any of the above sub-items 


IV. Ships— 
d f (1) Ocean-going ships including dredgers, tugs, barges, survey launches and other similar ships used 
: mainly for dredging purposes and fishing vessels with wooden hull aene ge on “iv 20 
$ (2) Vessels ordinarily operating on inland waters, not covered by sub-item 3 below. SA ОО 
ka (3) Vessels ordinarily operating on inland waters being speed boats (see Note 4 below the Table) 20 
ns : NOTES: 
“Buildings” include roads, bridges, culverts, wells and tubewells. 


2. A building shall be deemed to be building used mainly for residential i is . a | 
> О ^ : purposes, if the built-up floor area thereof used for residential 
purposes is not less than sixty-six and two-third per cent. of its total built-up floor Р 25 ү used for resid | 


Se 


Uc 
om 
О 


of clause (ii) of sub-section (1) of section 32, the Percentage to be applied will be the percentage specified against sub-items (1), (2) 


4. “Speed boat” means a motor boat driven by a high speed internal combustion engi i | 
1 п t dris ; 1 | ginc capable of propelling the boa: speed 
edi 2 Kilomeni per hour in still water and so designed that when running at a speed it will кр; d its bow will arise 
c (90) он pue pude Rule 5 of the Income-tax Rules, 1962, depreciation allowance is to be calcu- | 
ed at th pecie rates ron categories of depreciable assets which are in use in business or profession at any time 
uring t : RM т ya ia Pa Sa усаг 1991-92, if the asset has been purchased towards the end of the 
previ ise Rr the kek te ys during the previous year, it will qualify for full normal depreciation as if it 
x ў : if any asset falling within a block of i i 
е assessee during the previous year and 1s put to use for the purposes of business or profession i peril oie ae 
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The Courts have interpreted the words "profits and gains" mentioned in the above sub-section as "profits and 


gains" under all heads of income and not as profits and gains. only of business and profession. In view of this, the 
unabsorbed depreciation is to be set off as under:— 


The unabsorbed depreciation in respect of a particular business is first to be set off against the profits of any other 
business. If there is no other business, or the profit from any other business is insufficient, the portion of the unabsorbed 
depreciation is to be set off against the income, if any, chargeable under any other head of income for that year. The 
balance of unabsorbed depreciation still left shall be carried forward and added to the amount of the depreciation 
allowance of the following year and deemed to be part of that allowance for that year and the aggregate depreciation will 
be deducted from the total income of that year and so on. 


EXAMPLE:—For the assessment year 1993-94 an assessee had the following income: 
І. Income from business: їз v 


(a) From confectionery business Rs. 5,000 
Less: -Depreciation allowance Rs. 15,000 
Unabsorbed depreciation - Rs. 10,000 

(b) Income from cloth business 5 29 5 о : Rs. 2,000 
Less: Unabsorbed depreciation of confectionery business Rs. 10,000 
Unabsorbed depreciation € Rs. 8,000 

II. Income from House. property c 5 Rs. 4,000 
III. Income from other sources Rs. ^ 1,000 
Rs. 5,000 

Less: Unabsorbed depreciation set off Rs. 8,000 
Unabsorbed depreciation to be carried forward ;. — .. ``. | Rs. 3,000 


"Total income for the assessment year 1993-94 will be nil. Balance of unabsorbed depreciation of Rs. 3,000 will be carried forward 
to the assessment year 1994-95. i : ; 


ASSESSMENT YEAR 1994-95: 


(a) Income from confectionery business: excluding depreciation .. .. — .. s. | .. Rs. 6,000 
(b) Income from cloth business og се a 20 ae 3: % з Rs, . 3,000 
t Rs. 9;000 

Less: Depreciation due for the assessment year 1994-95. .. n Rs. . 8,000 f 
Add: Unabsorbed depreciation of the assessment year 1993-94 "Rs. 3000 Кз. 11,000 
Unabsorbed depreciation: E ac xi. is g. i nios Rs. 2,000 
Income from property : Rs. 4,000 
Income from other sources “ty, nase nebo ty Baie 55 os E -  .. Rs. 39,000 
Less: Unabsorbed depreciation |. ... wu i 5 usn үк ДӨН эв ++. „Ёз. 2,000 

[1 d n 1 Rs. 


Gross total income — .. “Rs. 41,000 


I ihere the profits are insufficient to absorbi (1) carried forward losses, (2) current depreciation and (3) 
А АНЬШ of earlier years, the same should be deducted in the order given on page 160. 5:3, Бой 


її t of unabsorbed carried forward depreciation and investment allowance only for assessment year 1992-93, in the case of domestic 
Foe УЕДЕ шы AR in the Morus domestic companies which have unabsorbed depreciation and/or ica eei 
allowance relating to assessment year 1991-92 or earlier years which are to be set off in assessment year 1992-93, only 2/3: lof either or 
both will be set off in assessment year 1992-93. However, where either of the allowance or both do not exceed Rs. 1,00,000, full set off 
will be allowed without this deferment. In both the cases, the balance 1/Srd will be carried forward to the succeeding ynin w . 
As far as depreciation is concerned, the said 1/3rd of it not set off will be carried forward till it is fully absorbed and set off treating itas - 


of set off, The unabsorbed Í/3rd investment allowance will be carried forward and set off in. 


th ч: iation în the'yeàr d 1 EET = e rey Р; 
Кее Нал ashamed peste dilitis fully absorbed: The time limit of 8 years prescribed ч/з. $2A(3) will not арріу йаз саж со c 3 
be carried forward even beyond 8 years and set off till it is fully absorbed, Unlike the depreciation. mlowa m besetoffagainst — 
any other income, the 1/3rd investment allowance can be set off only against busir pues Nodes DEUS 
u/s. 234B and 234C; if payable on account of shortfall in payment of advance tax on Seius 139(1) für assesss ipud 
be levied, provided such shortfall is paid before the filing of the return. of income u/s. 153 POR сите; ча. 
З CC-0. Mumukshu Bhawan Varanasi Collection. Digitized Бу eGangotri — eon к 
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(4) Investment allowance: 
(Section 32A) 
The Investment allowance is allowable in respect of a n 
1-4-1990. For further details in respect of Investment allowance rel 
(5) Investment deposit account: 
[Section 32AB w.e.f. 1-4-1987 (assessment years 1987-88 to 1990-91)] 


The deduction in respect of Investment deposit account is not allowable from assessment ycar 1991-92 and onwards [Refer 2nd 
iso to section $2AB(1)]. For further details regarding this relief for assessment years 1987-88 to 1990-91, refer pp. 102-103 of 


proviso 
L.T.R-R. 1991-92 (53rd Year of Publication). 


(6) Development allowance account: 
(Section 33A) 


icf, refer pp. 101-102 of I. T. R.R. 1991-92 (53rd Ycar of Publication). 


ew ship/aircraft acquired or new machinery or plant installed before | 


This relief is allowable only upto assessment year 1990-91. For details, refer page 103 of I.T.R.R. 1991-92 (53rd Year of 


Publication). Relief to tea industry is now allowable u/s. 33AB. Refer item (7) hereafter. 
(7) Tea development account”: 
[Section 33AB w.e.f. 1-4-1991 (assessment year 1991-92 and onwards)] 
The provisions of this section are applicableto an assessec carrying on business of growing and manufacturing tea 


in India and the аззеззее has, before the expiry of 6 months from the end of the previous year or before furnishing the | 


return of income, whichever is earlier, deposited any amount with National Bank for Agriculture and Rural Develop- 


ment in a special account maintained by the assessee with that bank in accordance with and for the purposes specified in, | 


a scheme approved in this behalf by the Tea Board. — — . ud 

6 On making the deposit within-the stipulated time, the assessce will be entitled to a deduction (such deduction 
being allowed before set off of any unabsorbed losses of previous ycars) equal to the-amount of deposit which will 
however, be restricted to 20% of the profits of such business (computed under the head “Profits and gains of business or 


profession" before making any deduction under this section). Where the deduction is allowed to a firm or any association | 


of persons or any body of individuals, it will not again be allowed in the hands of any of its partner/member. Further, 


'where any deduction in respect of any amount deposited in the special account has been allowed under section 33AB(1) 


in any previous year, no deduction shall be allowed in respect of such amount in any other previous year. 


The deduction under this section shall not be admissible unless the accounts of the business of th 
previous year for which the deduction is claimed have been audited by an accountant as defined in He M sus 5 


section 288(2) and the assessec furnishes, along with his return of income, the report of such audit in the prescribed form | 


No. 3 AC duly signed and verified by such accountant. 
The deduction under this section will not be allowed in respect of an ili 2 
$ d | y amount utilised for th ch Е 
machinery or plant to be installed in any office premises or residential accommodation, including pilo Ey 
паше оа guesthouse, (b) апу ie MU (not being computers); (c) any machinery or plant, the whole of the 
as a deduction (whether by way of depreciation or otherwise); and (d Ў 1 
or plant io be installed in an industrial undertaking for the pu f busi сойку кес) 
,production of any article or thing specified in the list in E Eleventh. Schedule. senten mE E 
\ Any amount standing to the credit of the assessce in the speci | 
z to th е pecial account shall not be allowed to be wi 
gm for пе purposes Papeete in the scheme and in the case of: (a) closure of business; (b) death of P acr 
parti а a Hindu ivided family; (d) dissolution of a firm; and (e) liquidation of a company, PUN 
-d тегел any amount ршн рп the special account is utilised by the assessee for the purposes of any business 
expend s ne x А с scheme, then such expenditure will not be allowed as deduction in co уа h 
таме е under the head “Profit and gains of business or profession" used 
еге any amount standing to the credit of the assessee in the speci тй 
e y s 1 pecial account is released duri i 
year for being utilised by the assessee for purposes of business in accordance with scheme aad а, eae 5 


utilised, either wholly or partly, such amount аз is not so utilised shall 
of that previous year and included as the income of that жолы p ena Per Кеи а кра of business 


business or dissolution of a firm, the 
ession and charged to tax in the year 


еге any asset acquired in accordance with the scheme is sold or otherwise transferred in any previous year 
| ‹ us y 


"within 8 years from the end of the previous year in which it : 
P" the 4 eduction all owed under this scétion shall be d p Hose Hon part of the cost of such asset as is relatable 


and gains of business or profession of the 


_ 7b. From assessment year 1995-96 and onwards, for availi тол, 
їпапсе Act, 1994. For further details, refer Para 7.1 on pagi 42006400 S9AB, additional scheme for deposit is laid down 
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(8) Reserves for shipping business: 
[Section 33AC w.e.f. 1-4-1990 (assessment year 1990-91)] 


In order to promote shipping industry, a deduction not exceeding the total income (computed befi making 
deduction under this section апа Chapter VIA) will be allowed d i R s "d 


(1) a Indian public company, ; 
(2) а Government company (from assessment year 1993-94: and 'onwards), 
engaged in the business of operation of ships subject to the following conditions: ; 
(a) amount to be allowed as deduction is transferred to а reserve account, by debiting the profit and loss 
account of the previous year in respect of which the deduction is to be allowed. | 


: (b) the aggregate of the amounts carried to such reserve account should not exceed twice the amount of the 
paid-up share capital (excluding the amounts capitalised from reserves). If it exceeds, the relief under this section 
will not be allowed in respect of such excess. 


The amount credited to reserve account is required to be utilised for acquiring a new ship within a period of 8 
years next following the previous уеаг їп which the amount was credited. Until the acquisition of a new ship, the reserve 
is required to be utilised for thc purposes of the business other than distribution of dividends or profits or for remittance 
outside India as profits or for the creation of any asset outside India. «itai 

Where the amount credited to the reserve account: 


(a) is not utilised for acquiring a new ship within the said period of 8 years, the amount not so utilised will 
be deemed to be the profits in the year immediately following the period of the said 8 years; 


(b) is utilised for any purposes other than specified purposes, the amount so utilised will be deemed to be 


‘the profits іп the year in which the amount was so utilised: and 
(c) is utilised for purposes of acquiring a new ship and such ship is sold or transferred within 8 years from 
the end of the previous year in which it was acquired, the amount so utilised in acquiring the ship will be deemed 
to be the profits in the year in which the said ship was sold or transferred. aj 
For the purposes of this section *public company" means the опе that is defined in section 3 of the Companies 
Act, 1956; "Government Company" means the oné that is defined in section 617 of the Companies Act, 1956; and “new 
ship" means the onc that is defined in section 32AB(2)(ii) of the Income-tax Act. : 
(9) Expenditure on scientific research: 
(Section 35) ' s 
The term “scientific research” as defined in section 43(4)(i) means “any activities for the extension of knowlédge 
in the fields of natural or applied science including agriculture, animal husbandry or fisheries”, Animal husbandry 
includes dairy or poultry farm. | ; xin 
The deduction is to be allowed for the following items of expenditure— ` 2р8 
(а) Any expenditure (not being in the nature of capital expenditure) incurred on scientific research related 
to thé assessee's business [Section 35(1)()]. - аф, d 
An Explanation below section 35(1)(i) provides that revenue expenditure incurred on payment of any 
salary [as defined in Explanation 2 of section 40A(5)] to personnel engaged in scientific research and on purchase 
of materials used in such scientific research during the period of three years immediately preceding the 
commencement of the business will be deemed to have been laid out or expended iu the previous year in which 
the business is commenced. The deduction will be available only in respect of such expenditure incurred on 
scientific research related to the assessce’s business and will be limited to the amount certified by the prescribed 
* authority. d x x ive 
! (%) АДУ expenditure ofa capital nature incurred on scientific research related to the assessee's business, the 


whole of such expenditure incurred in any previous year shall be deducted for that previous year [Section ; 


ey 


35(1) (1У)]. 


JE 


EX 


SA EI 


any land, whether the land is acquired as such or as part of any property, after 29-2-1984 [Proviso to section — 


_35(2)(4а)]. ` 


"(à Any sum paid to a scientific research association, university, college or other institution to bowed be Se 
scientific research provided such association, university, college or institution is Ear дереги: | 


authority. Under Rule 6 of the Income-tax Rules, 1962 such authority shall ye Director 3e 
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Exemptions) in concurrence with the Secretary, Department of Scientific and Industrial Research, Government 


of India [Section 35(1)(ii)]. ) йы: 
(d) (1) From assessment year 1992-93 and onwards, any sum paid to an approved EE ERROR or 
other institution for research in social science or statistical research whether related to the ess 
carried on or not [Section 35(1)(iii)]. yir PvE: С 
(2) upto assessment year 1991-92, any sum paid to an approved university, college or other eee 
for research in social science or statistical research related to the class of business carried on, e.g. any scientific 
research which may lead to or facilitate an extension of that business or scientific research of a medical nature 
which has a special relation to the welfare of workers employed in that business. [Section 35(1)(iii)]. А 
(e) From assessment year 1994-95 and onwards”, any sum paid toa National Laboratory for carrying 
out programme of scientific research, approved by the prescribed authority 15 eligible for a weighted deduction of 
one and one-fourth times thereof (i.e. @ 125%). Such contributions will not be eligible for any other deduction/ 
relief under the Income-tax Act. The authority approving the National Laboratory will also approve the 


programme. Such authority will have power to call for such documents or information from the National 
Laboratory in order to satisfy itself about the genuineness of the activities relating to scientific research of such 
Laboratory. "National Laboratory" means National Laboratory as defined in the Explanation to section 
$5(2AA) [Section 35(2AA)*]. 

Where deduction is allowed in respect of any capital expenditure represented wholly or partly by an asset, 
depreciation or terminal allowance is not allowable for the same previous year in respect of that asset or for any 
other year. Г 

It may be noted that— 

(1) The scientific research association, university, college or other institution referred to in section 


35(1) (1): & (iii) will be approved by the prescribed authority by notification in the Official Gazette; 

(2) The association, institution, etc. referred to it in section 35(1)(ii) & (iii) will have to apply for the 
approval, or continuation thereof, in the prescribed Form No. 3CF to the prescribed authority. The 
application for obtaining approval u/s. 35(2АА) is to be made by a sponsor in the prescribed Form No. 3CG 
to the prescribed authority; and ` : 

(3) For the purpose of granting approval, the prescribed authority will have power to call for 
documents or information to ascertain the genuineness of the activities of the association, institution, etc. 


(10) Expenditure on acquisition of patent rights or copyrights: 
(Section 35A) . 

Under section 35A, any expenditure of a capital nature incurred on the acquisition of patent rights or copyrights 
used for the purposes of the business shall be allowed in equal instalments spread over a period of 14 уеагз beati 
with the previous year in which such expenditure is incurred. Where such expenditure was incurred before the 
commencement of the business, the period of 14 years would reckon from the previous year in which the business 
commenced. E 

(11) Expenditure on know-how: 

без, Т (Section 35AB) 

_ Any lump sum consideration paid for acquiring any know-how for use for the urposes:of assessee’ i 
one-sixth of the amount so paid shall be deducted from the profits of the business in the ааах of may in 
the five immediately succeeding previous years. HO PRIES 

Where such payment is for know-how developed in a laborato iversi instituti ferred 

t ry, University or institution refe to i i 
32A (2B), one-third of th і i e =: 
32 (2B), Ed aad id энш shall be deducted in the previous year of payment and in the two immediately 

For the es of this section, “know-how” ny i ial i nati ч : : 

manufacture A gum of hoods ‘or Та d y rking " dl pu or technique likely to assist in the 
ге uz working of a mine, oil well or other sources of mineral deposits. 
(12) Expenditure for promoting social/economic welfare or uplift of the public: 
[Section ЗБАС w.e.f. 1-4-1999] Ризе 
For and from assessment year 1992-93, section 35AC provides that an assessee ng 


company or a local authority or an approved association or an institution for bei саралана под RO public sector 


by the Finance Act, 1994; refer Para 7.9 on page 35; 
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company incurring expenditure directly, the claim for deduction should be su d ificate i i 
. 58B 2 1 pportec by a certi cate in the prescribed 
Em Pe ТЕ xis pe obtained from a chartered accountant and such certificate is required to be furnished along with the 
Where a deduction under this section is claimed and allowed for any assessment year in respect of any 


payment/expenditure as stated above, deduction shall not be allowed in t of such i 
other provision of the Income-tax Act for the same or any other scient yar REMIT уы Rs 


(13) Expenditure by way of payment to associations and institutions 

for carrying out rural development programmes: i | 

(Section 35CCA) | 

(а) This section provides for the deduction of expenditure incurred, by assessees carrying on business or i 
profession, by way of payment of any sum to an association or institution, to be used for the purposes of carrying out ji 
programme of rural development. The deduction is to be allowed subject to the condition that the association or the 
institution, as also the programme for rural development for which such sums are paid, have been approved by the { 
prescribed authority. Such approval is, however, to be given for a period of not more than three years at a time. If t 
deduction is claimed and allowed under this section, such expenditure will not again be taken into account for the 
purposes of deductions under sections 35C, 35CC, 80G or any other provision of the Act for the same or any other : 
assessment year. і | 
(b) Deduction is allowable in respect of donations made by an assessee carrying on business or profession: 

(1) to any approved association or institution, which has as its object the training òf persons for implement- p 

ing programmes of rural development; or i 

(2) to National Fund for Rural Development set up and notified by the Central Government in this behalf i 


[Vide Notification No. G.S.R. 84(E), dt. February 28, 1984]. i 

The deduction for contribution to approved rural development programmes [mentioned in (a)] and for training i 

of persons for implementing rural development programmes [mentioned in (b)(1)] will not be available unless: i 

(i) the approval of the prescribed authority had been obtained before 1-3-1983; $ 

(ii) the work in relation to the programme or training of persons has commenced before 1-3-1983; and | 

(iii) the assessee furnishes a certificate from the association or institution to the above effect [The association | 

ог io AE before issuing the certificate must obtain authorisation to issue the certificate from the prescribed а 
authority]. 


It may be noted that in cases where the contribution/donation is made after 28-2-1983, the deduction under this 
section will be allowed where such programme involves work by way of construction of any building or other structure or 
the laying of any road or the construction or boring of a well or tube well or the installation of any plant or machinery, 
and such work has commenced before 1-3-1983. 


(14) Expenditure by way of payment to associations or institutions for carrying out programmes 
of conservation of natural resources: 
(Section 35CCB) i 

Where an assessee incurs any expenditure by way of payment of any sum— 

i (1) to an approved association or institution, which has as its object the undertaking of approved program- 
mes of conservation of natural resources.or of afforestation, to be used for carrying out such programmes, or 

(2) to such fund for afforestation as may be notified by the Central Government, | 
the assessee will be allowed a deduction of the amount of such expenditure incurred during the previous year. 
Once the deduction is allowed under this section, such expenditure will not qualify for deduction under any other 
provision of the Act for the same or any other assessment year. 


(15) Amortisation of. preliminary: expenses: 
(Section 35D) 2 
Section 35D provides for the amortisation of certain preliminary expenses incurred by an Indian company or a 
resident assessee other than a company before the commencement of business or in connection with the extension ofan 
industrial undertaking or the setting up of a new industrial unit.’ бя йн bs: sias 
The maximum amount of expenditure eligible for amortisation is restricted to 26% of the “соз of the project" as 
defined in clause (a) of the Explanation to sub-section (3) of Section 35D. Where the assessee is an Indian company, at 
the option of the company, such expenditure is restricted to 2% per.cent. of the capital employed as defined in clause (6) 
of the said Explanation. One-tenth of such expenditure will be allowed as a deduction in each of the ten successive years 
beginning with the year of commencement of business or in the case of an existing industrial undertaking the year ine 
which extension of such undertaking is completed or the year in which the new industrial unit set up by т 
undertaking commences production or operation. : SUCUS 
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In the case of an assessce other than a company оѓ а co-operative society, the concession is subject to the 
condition that the accounts of the relevant year/years in which the preliminary expenditure was incurred are койа һуа 
Chartered Accountant and a report of such audit is furnished in Form No. 3B along with the return of income for the first 
year in which the amortisation is claimed. 

of damage or destruction of stocks, stores, cattle & 
on health of employees: 
[Section 36(1)(i), (ia) & (ib)] 

The amount of insurance premium paid to cover such risk is an 
stocks are used for the purpose of business or profession. 

The amount of premium paid by a federal milk co-operative socicty to effect or to keepin force an insurance on 
the life of the cattle owned by a member of a primary milk co-operative society affiliated to. it will. be allowed as a 
deduction in the computation of profits of the federal milk co-operative society. 5b is | 

The amount of any premium paid by an employer hy cheque for insurance on health of his employees in 
accordance with a scheme framed by the General Insurance Corporation of India and 'approved by the Central 
Government is allowable as deduction. 

(17) Bonus or commission paid to employec: 
[Section 36(1) (ii)] Р 
commission for services rendered is an allowable deduction. 


(16) Insurance against risk 


admissible deduction provided the stores or 


Any sum paid to, an employee as bonus ог 

However. under section 4328. bonus or commission to employee will be allowed ‘as deduction only in the year in 
which it is actually paid. For further details, reler item (i on page 110. жел 

(18) Interest on borrowed capital: 
[Section 36(U) (iii)! 

Interest paid on capital borrowed for the purposes of business or profession is an allowable deduction. However, 
upto assessment year 1992-93, interest paid by a firm to any of its partners is not à permissible deduction under the then 
section 40(b). For further details, in respect of interest paid to partners, refer item (ii) (3) on page 111. But, from 
assessment усаг 1993-94 and onwards, any payment of interest to partners which is authorised by the partnership deed is 
allowable as deduction under substituted sectio 40(b).; For further details: refer sub-items 6 to, 9 of item. (xii) on 
pp. 163-1641. : 
(19) Contributions towards recognised provident fund 

or an approved superannuation fund: :: 
[Section 36(1)(iv)] ien Dod 
Such contributions will be allowed as deduction under section 36(1) (iv) subject to the prescribed limits (as per 


Part A & B of the Fourth Schedule to the Income-tax Act). This deduction is subject то the provisions of section 43B. For ' 


details, refer item (1) on page 110. 


(20) Contributions towards an approved gratuity fund: 
: [Section 36(1)(v)] j 
Under section 36(1)(v), any sum paid by the assessee as an employer: by way of contribution; towards an 


approved gratuity fund created by him for the exclusive bencfit of his empl i i 
: у rated i si ployees under a 
as deduction. This deduction is subject to the provisions of section 43B. For details, refer eer inc i 


(21) Contributions received from employees to an j 
y fund for welfare of th iployees: 
[Section 36(1)(va)] apie 
Any sum received by the assessee by way of contributions from his employees to provident fund or superannua- 


‘tion fund or any fund set up under the Employees’ State Insurance Act 
be treated as income under section 2(24)(x) and included in the кедр коке SORE oves vol 


- However, deduction will be allowed in respect of an à 
Я ; F у such sum received as : Н 
credited by the аззеззее to the employce's account in relevant fund on or before the торан өшү Г е гын 


assessec is required as an employer to credit such contributi › 
or term of contract of service or otherwise. T id s employee's account under the provisions of any law 


(22) Deduction in respect of animals used fi i җе 
i i or business whi i 
i or become permanently useless: a have ed | 
X ME P аа аг [Section 36(1)(vi)] | 

n respect of animals used for the purposes of business or profession (b ie E ; 
become permanently useless, the difference between the actual ex io ket stock-in-trade) who have died or 
realised in respect of carcasses or animals. will he allowed as a deduction < 9. tag animals and the amount, ifany, 
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BAD DEBT/ADVT. 
(23) Bad debt: 

[Section 36(1)(vii) & 36(2)] 


From assessment year 1989-90 and onwards, deduction is to be allowed in respect of any bad debt or part thereof 


which is written off as irrecoverable in the accounts of the assessee for the i ear subject to the followi 
conditions laid down in section 36(2): aie pi dedi UT A IRE 


(a) The debt must have been taken into account in the computation of the income of the previous year or of 
an earlier previous year and the amount of such debt or ‘part thereof is written off during previous year; 


(b) in the case of banking ог money lending business carried on by the assessee, the debt represents money 
lent in the ordinary course of such business; 


Under section 36(2) (ii), if the amount ultimately recovered on any debt is less than difference between the debt 
and the deduction allowed in respect thereof, the deficiency shall be deductible in the previous year in which the ultimate 
recovery is madc. rt E : 


04 7 с г 1 TNR RETINERI SER ORO ТАКИ 


Tum eet 


EX 


(24) Entertainment expenditure: 
[Section 37(2) & 37(2A)] 
(i) From assessment year 1993-94 and onwards: 


EET IET: 


Under newly inserted section 37(2), the entertainment ‘expenditure qualifying for deduction is as under: i$ 

(a) where the such expenditure does not exceed Rs. 10,000, the whole of such expenditure; _ i 

(b) where the such expenditure exceed Rs. 10,000, Rs. 10,000° plus 50% of the balance expenditure. б 
"Entertainment expenditure" will include expenditure on hospitality of every kind including supply of food or | 
beverages to any person. However, supply of food and/or bcverages by the assessee to his employees at the place of work. 


. will not be treated as entertainment “expenditure? [Explanation, to section 37(2)]. 


; { 1 a ‚+ (ii), Оо assessment. year 1992-93: ~ 2 Тая | 
‘Under section 37(2А), the entertainment: expendituré qualifying for deduction, is as under - е 
: 
| 


(а). Оп the first Rs, 10,00,000 of the profits and gains of the business or @ the rate of 0% or Rs. 5,000 
profession 5..2 d snas a үсү Es 
(b). On the next Rs. 40,00,000 of the profits and gains of the business or ` --@ the rate of VA; Д 
profession . i . £ “ ; Í 
(c) On the balance of the profits and gains of the business or profession -  @ the габ of %% | 


so, however, that the allowance shall in no casc excecd Rs. 50,000. az 3 

“Entertainment expenditure” will include expenditure on hospitality of every kind including supply of food or beverages to any 
person. However, supply of food and/or beverages bythe assessec to his employees at the place of work will not be treated as 
entertainment expenditure [Explanation 2 to section 37(2A)].. (EUN à 

The percentage limits mentioned in section 37(2А) аге to be calculated before allowing the deduction in respect of development | 
rebate, development allowance, investment allowance and entertainment expenditure [Vide Circular No. 247 dated 21-10-1978. Refer 
116 ТТК (St.) 27]. - 4 ` i a i 


(25). Advertisement expenditure: i ls 
j [Sections 37(2B) & 37(3)] . | 
The deduction in respect of expenditure on advertisement is allowable to the extent and subject to the provisions 
contained in Rule 6B of the Income-tax Rules, 1962 [Section 37(3)]. i элш" 
Under Rule 6B(1)(a), w.e.f 1-4-1992 (assessment year 1993-94 and onwards’), the allowance in respect of 
expenditure on advertisement in respect of articles intended for presentation, shall not in the following cases exceed— 
(a) where the amount of expenditure does not exceed Rs. 1,000 on each such article, the whole of such 
expenditure; “ : "a 
(b) in any other case, Rs. 1,000 on each such article аз increased by a sum equal to 5096 of the expenditure 
in excess of Rs. 1,000 on such article. iue d em. 
i incurred by an assessee on advertisement in any souvenir, ure, tract, pamphlet or the like 
NNI ү, Бура be allowed as a business expenditure in computing the total income of the assessee 
[Section 37(2B)]. w 2394 e 


8. From assessment усаг 1993-94 and onwards, expenditure оп provision of food or beverages by an coplayes о emplojeer : 


it] 


: i M entertainment expenditure within 
wh lary docs not exceed Rs. 24,000 [refer item (c) on page 70] will not be treated as entertainment expenditure within the пи 
of фе, мао under section 37(2) if such food or beverages are provided during working hours even in places other than the pl 
work, provided the expenditure is genuine and reasonable [Vide Circular No. Gt, dt. 15-3-93. 200 ITR (St) 226] spe арга 

9. Under old Rule 6B(1)(a), w.e.f 12-4-1990:to PE ds (i.e. spore Jer проз оаа 

і i i of articles intended for presentation shall not. Rs. each : 
expenditure on advertisement in CCFO Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri_ S 
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(26) Expenditure in respect of travelling, etc-: 
[Section 37(3)] 
rred by an assessee in connection with travelling by an employee or 


ers of such employee or other person for the purpose of the business 
ns and limits prescribed under Rule 6D given 


The allowance in respect of expenditure incu 
any other person within India outside the headquart loy 
or profession of the assessee shall be allowed subject to the conditio 


hereunder: { f . 
(а) under Rule 6D(2)(a), in respect of travel by rail, road, waterway or air, the expenditure actually 


incurred; 
(b) under Rule 6D(2)(b)", in respect of any other expenditure (including hotel expenses or allowances 
paid) in connection with such travel, an amount calculated at the following rates for the period spent outside the 
headquarters": 3 
(1) where the amount of such expenditure does not exceed Rs. 1,500 per day", the whole of such 
amount; 
(2) in any other case, Rs. 1,500" as increased by a sum equal to 75% of such expenditure in excess of 


Rs. 1,500 per day. 


(27). Expenditure incurred on the maintenance of guest-house: 
[Sections 37(4) & 37(5)] 

Any expenditure incurred on the maintenance of a guest-house including the rent paid where such premises have 
been hired will not be allowed as a deduction from business profits. Depreciation on the building used as guest-house 
where it is owned by the assessee and on other assets used in the guest-house will also not be allowed. 

Ifany amounts are received from the persons using the guest-house, only the excess of maintenance charges and 
depreciation over such receipts will be disallowed in computing the business income. j 

E The provisions of this sub-section shall not apply in cases where the guest-house is maintained as a holiday home 
and is intended for the exclusive use of the employees while on leave and the assessee has under his employment at least 
one hundred whole-time employees throughout the previous year. 

It has been clarified that any accommodation, by whatever name called, maintained, hired, reserved or otherwi: 
arranged by the assessee for the purpose of providing lodging or boarding and lodging to any person (including is 
employee or, a director or officer ofa company) on tour or visit to the place at which such accommodation is situated, is 
to be regarded as accommodation in the nature of a guest-house within the meaning of section 37(4). 


(28) Expenses deductible from commission earned by agents of life insurance, etc: 
(As per executive instruction) ris 
(A) In respect of life insurance agents: 
(Assessment year 1993-94 and onwards") 
: [ ei [Vide Circular No. 648, dt. 30-3-1993, 201 ITR (St) 4] 
n supersession of the Circular and Instruction [i.e., F. No. 14/9/65-IT - 2-9- ion 
dt. 6-1-84] the Board have decided that the benefit of ad hoc deduction to ipd Rr Lie Teese 
eg mp oet commission (including first year commission, renewal commission and bonus ission) of 
ess than Rs. 60, or the year, and not maintaining detailed accounts for the ex i a 
veas follows: penses incurred by them, may be 


() where separate figures of first year and renewal issio s 
15% of the renewal commission; commission are available, 


(ti) where separate figures as above are not available 33'/ 
^ › 33'/3% of the gross issi 
In both the above cases, the ad hoc deduction will be subject to eine Rs 20,000. 


50% of first year commission and 


10. Under old Rule 6D(2)(b), upto assessment 

= 6D. to аззе year 1992-93; the allowance i " 1 

expenses or allowances paid) in connection with such travel, an amount calculated atthe folowing rates Be qo sed dE hod 
spent outsi 


headquarters: 
Af the stay of employee is at . 
Bombay, Calcutta or Delhi If the stay is at any other place 
(1) In respect of an employee whose salary =~ 


к ол а Rene tabe ubt TRE 100 per day or pert trek "Re, урсан TO 
- у.ог part 


(3) In respect of any other, person, an amount calculated а 
- ob AED * „ап; nt Í tth = H 2 
^ КУ, ps | 2 | € rates applicable in the case of the highest paid employec of 
2H. Fox instructions applicable upto assessment year 1992-93, refer 2 95:06 sich І ' 
SA КЕЙ Басе ANUS. ЫШ жар ©tax Ready Reckoner 1993-94 (55th Year 
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The “gross commission" i 


iso n (ii) above will include first year as well as renewal commission but will exclude bonus 
comm P, 


The complete amount of bonus commission is taxable and will be 
the total income, and no ad hoc deduction will be allowed from this ато 


The benefit of ad hoc deduction will not be available to agents who have earned total commission of more than 


Rs. 60,000 during the year. The admissibility of the expenditure claim by such agents will be decided by the Assessing 
Officers as per the provisions of the Income-tax Act. i 


This will apply to the assessment year 1993-94 and subsequent years. 


(B) In respect of agents appointed under the Standardised Agency System for Government securities 
and the agents of Post Office Time Deposits and Unit Trust of India: 
[Vide. Circular No. 594, dt. 27-2-1991/15-5-1991, 188 ITR (St.) 105] 


taken into account for purposes of computing 
unt. 


Where no detailed accounts are maintained by such agents and the gross commission received by them is less ` 


than Rs. 60,000, the benefit of an ad hoc deduction for expenses, at the rate of 50% of the gross receipts of cornmission, 
will be allowed to the authorised agents of the Unit Trust of India and the agents of the following securities:- 

(1) National. Savings Certificates VIII Issue; 

(2) Social Security Certificates; 

(3) Post Office Time Deposit Accounts; 

(4) Post Office Recurring Deposit Accounts; 

(5) National Savings Scheme, 1987; 

(6) Post Office Monthly Income Account Scheme; 

(7) Kisan Vikas Patra; 

(8) Public Provident Fund Accounís; and 

(9) Deposit Scheme for Retiring Government Employees, 1989. 


(C) In respect of agents of mutual funds notified u/s: 10(23D): 
[Vide Circular No. 677, dt. 28-1-1994, 205 ITR (St.) 331] 


The benefit of ad hoc deduction for expenses @ 50% of the gross receipts of commission will be allowed to the: 
agents of those mutual funds which are notified for the purposes of section 10(23D). The benefit of ad hoc decluction will 
only be available to agents not maintaining detailed accounts for the expenses incurred by them and having gross 
commission of less than Rs. 60,000 for the year, including gross commission as authorised agents of the U nit Trust of 
India and agents of securities specified in Circular No. 594, dt. 27-2-1991/ 15-5-1991 [Refer (B) above], аз well as total 
commission from the Life Insurance Corporation as specified in Circular No. 648, dt. 30-3-1993 [Refer (А) o:n page 108]. 


The benefit of ad hoc deduction will not be available to agents who have earned gross commission : as computed 
above of more than Rs. 60,000 from all the abovementioned sources put together during the year. 


(29) General: 
; (Section 37) i ! 
Any other expenditure not specifically covered by sections 30 to 36 of the Income-tax Act and whic: 1 is not in the 


nature of capital expenditure or personal expenses of the assessee is to be allowed as a deduction, if it is laid out or 
expended wholly and exclusively for the purposes of business or profession. A few instances of such «*xpenses are: 


(i) ^ Audit fees. ` 

(ii) Commission paid for securing business. 

(iii) Subscriptions to a business chamber of commerce or other business associations. 
(iv) Pension paid to employees on retirement. 

(v) Losses on account of embezzlement or theft which are incidental. to the business.: 
(vi) Premiums for insurance against loss of profits. i 

(vii) Expenses incurred in defending title to business premises. 

(viii) Expenditure in connection with travelling by employees, etc. 


[Circular No. 192, dt. 10-3-1976. 109 ITR (St.)116]. : 


(ix) Expenditure incurred by employer on training of apprentices covered under the Apprentices . Act, 1961. tug 


(x) | Professional tax paid by a person carrying on a business or profession [Circular No. 16, 121. 18-9-1369. 1970. 


Indian Tax Laws page No. LXXXIII]. "ATTE г om : а Pate Ak 1| > по] нд. 5 
(xi) Compensation paid by an employer to his employee for terminating the latter's services. — 
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(xii) Sales-tax and expenses incurred in original proceedings for assessment to sales-tax as also таррак агі 
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wo 


| (xiii) Deposit made under the *Own Your Telephone Scheme": The Central Board of Direct Taxes have issued 


instruction to the effect that deduction will be allowed in the year of payment and in case the telephone is 
not installed and money is paid back, it will be charged to tax under section 41(1) of the Income-tax Act, 


1961 [Vide Board's letter No. F. No. 204/70/75-IT(AII), Dt. 10th May, 1976]. : ; 
(xiv) Deposit made under the “Tatkal Telephone Deposit Scheme”: The Central Board of Direct Taxes have 
clarified that the amount paid towards deposit mäy be treated as a revenue expenditure and allowable as a 
deduction in the year of payment if the assessee makes such a claim. However, as and when any part of the 
amount is refunded to the assessce on surrender of the telephone or otherwise, the refunded amount shall be 
i treated as income‘of the year in which the amount is so refunded and brought to tax u/s. 41(1) of the 
i Income-tax Act [Circular No. 671, Dt. 27-10-1993, 204 ITR (St.) 156]. 
5 (xv) Security Deposit for Telex connection: The Central Board of Direct Taxes have clarified that the amount 
i paid towards security deposit 
' Telex is installed. However, when Telex connection is finally closed, the deposit so refunded shall: be 
treated as income of the year in which it is refunded [Circular No. 420, Dt. 4-6-85. 155 ITR (St.)43]. 


(xvi) Expenditure incurred in connection with local festivals such as Diwali and Mahurat: The expenses in 
respect of such expenditure will be allowed in the income-tax assessment subject to the Income-tax Officer 
being satisfied that the expenses are admissible as a deduction under the law and arc not expenses of a 
personal, social or religious nature [Circular letter No. 13A/20/68-IT(AII), dated 3-10-68]. 


(xvii) Expenditure incurred on civil defence measures (as specified) even when there is no emergency [Circular 
No. 316, Dt. 30-9-81. 132 ITR (St.)11]. : 
NOTE: Upto assessment year 1992-93, any expenditure incurred by an assessec on any tax proceeding under the Income-tax 
Act before zeny incóme-tax authority or the Appellate Tribunal or any court will not be allowed as a deduction in computing the income 
chargeable under the head “Profits and gains of business or profession" Instead, such expenditure will be disallowed if it exceeds 
Rs. 10,000 [Refer section 40A(12)]. For further details, refer item (iii) on page 112. 4 


mti p Imma EY IT OE 


AMOUNTS NOT DEDUCTIBLE FROM BUSINESS INCOME 
[Sections 40, 40A & 43B] 
() Disallowance of unpaid statutory liability: 
[Section 43B] 

In tke following cases, deduction otherwise allowable under the Income-tax Act will not be allowed unless the 
amounts аге actually paid by the due dates specified against each item of expenditure/liability. If these liabilities are 
disallowed under section 43B in the year of provision, it will be allowed in succeeding year or years when actually paid. 

“Due date" for ent to claim deduction i 
Expenditure/ Liability i same Tieas in which liability aron T 


(a) Tax, duty, cess or fees, under any law (e.g. before due date for filing return ofi 
3 D) > , 'B- of inco: h 
Siles-tax, Excise duty, etc.) relevant previous Sun xe ED 


(b) Employer’s contribution to provident fund or on or before the “due date” iti 
c с ate" tor credit I 
Ae fund or gratuity fund or any account in the relevant fund as laid down "s piden 
er fund for the welfare of the employees tion or contract of service relating to such fund [Also refer 
i note 2 & 4]. H^ 7 


(с) Вспиз or commission for services rendered . before duc date for fili 
1 i 
GG. to employces referred to in section relevant REI Went E Reo e URS LUND efus 
ii stat. 
(d) Interest on any loan or borrowing from an i 
n iny loan o y before due date f 
public financial institution or a State Financial relevant BEES ud 
Corporation or a State Industrial Investment : eng 
Corporation, in accordance with the terms and 
conditions of loan/borrowing agreement 


NOTES: 


| 
] 


ИР ЛАА. 


return of income u/s, 139(1) of the 


= 


} due date for crediting employer's 
be paid by the due date as indicated above in (b). To get deduction, the same has to 


5 
: 
] 
Е 
D 
= 
E 
£z. 
2 
г 
2 
= 
= 
3 
S 
a 
E! 
£ 
B. 
= 
ao) 
Š 
S 
g 
© 
3 
a 
o 
5 
n. 


Шу if the єһесє } id.by ch 
be allowed only if the cheque is realised within 15 Ihe from he d before the due date, deduction will 
2 ———C-0. Mumukshu Bhawan Varanasi Collection. Digitized be ctus dere. se sot 


may be treated as a revenue expenditure and allowable as a deduction when · 


ане К ы _—— —-——.—_—_—-—-— 


111 BUSINESS 
EXP. NOT ALLOWABLE 


(3) Where the above liabilities have already been allowed on accrual ba 
will not again be allowed on payment basis in the year of act 


(4) Where deduction is not allowed due to non-paynient before the duc dates, the same will be allowed in the 
year of actual payment. However, in respect of item (b) above, that is contribution to provident fund, etc., i 
such deduction will not bc allowed, if paid after due date. To get deduction, the payment should bc made on 
or before the duc date [Vide Para 12.1 of Circular No. 495 dt. 29-9-87. 168 ITR (St.) 87]. 


Where payments are made before filing return of income u/s. 139(1) and not within the same previous year, | 


either the evidence of such payment or as per Circular No. 60] dt.'4-6-91 [190 ITR (St.) 4] a certificate from М 
an accountant (as defined іп the Explanation to section 288)/institution | 


sis in any earlier previous усаг, the same 
ual payment. 


v Pes UNS RO: 


(5 


~~ 


u/s. 143(3), as the case may be, and decide the same on merits [Vide Circular No. 669, dt. 25-10-1993, 204 
ITR (St.) 105 read with Circular No. 581, dt. 28-9-90, 186 ITR (St.) 2]. The assessees are advised to ensure 


(6 


— 


The Central Board of Direct Taxes have clarified in Circular No. 496 dt. 25-9-1987 [Refer 169 ITR (St.) 53] 
and Circular No. 674, dt. 29-12-1993 [Refer 205 ITR (St.) 119], that “if the State Governments make an f 
amendment in the Sales Tax Act or issue notification through Government orders to the effect that the sales 
tax deferred under the scheme (i.e. sales tax deferrel scheme) shall be treated as actually paid, such a 
deeming provision will meet the requirements of section 43B. The Board have decided that where amend- 
ments аге made in the sales tax laws or notification is issued on these lines, the statutory liability shall be 
treated to have been discharged for the purposes of section 43B of the Act". 


(ii) Expenditure not deductible: 
[Sections 40 & 40A] E 
The following amounts are not admissible deductions for the purpose of computing income from business or 
profession: À 

(1) Any interest, royalty, fees for technical services or other sum chargeable under the Income-tax Act, 

which is payable outside India, on which tax has not been paid or deducted at source will not be allowed as 
deduction. Even when an agent for non-resident ‘recipient has been appointed u/s. 163, tax has to be paid/ ў 
deducted. However, if the tax is paid ог deducted at source іп any subsequent year, such sum shall be allowed as [^ 

a deduction in the previous year in which such tax is paid or deducted [Section 40(a)(i) read with proviso]. : 


(2) Any payment which is chargeable under the head “Salarics”, if it is payable outside India and if the tax 


has not been paid thereon or deducted at source [Section 40(a) (ii)]. 


(3) Upto assessment year 1992-93, under old section 40(b)", in the case of any firm, any payment of 
interest, salary, bonus, commission or remuneration made by the firm to any partner of the firm subject to the 
following conditions: j 


(i) Interest paid by the firm as reduced by the interest received by tlic firm from the concerned partner 
or partners will be disallowed [Explanation 1 to section 40(b)]. : 


(ii). Where an individual is a partner in a representative capacity, for cxample, as karta of HUF ; then, 
the interest paid to him in his individual capacity will not be disallowed. The net interest as explained in (i) 
above paid to the person so represented by the partner, i.c., Hindu undivided family, will be disallowed 
instead [Explanation 2 to section 40(b)]. 


+ (їн) Where a partner is paid interest on behalf of, or for the benefit of, any other person, such interest 
will not be disallowed. For example; if a partner is paid interest asa trustec or a guardian for another person; 
that interest will not be disallowed [Explanation 3 to section 40(b)]. 


4) In the case of an association of persons (AOP) or body of individuals (BOI), any payment of interest, 
aie Qu commission or remuneration made by the AOP/BOI to a member thereof. The disallowance of EI 
interest will be made in.the same manner as explained in the case of the firm in (3) above in relation to assessment - 


year 1989-90 and subsequent years [Section 40(ba)]. 1 _ aes — s 

ШИТ ТТТ ТҮГҮЛ ҮҮ "d ir? i HD: LL NACA s es E, ree S 
12. From assessment усаг 1993-94 and onwards, under substituted section 40(b), payment of interest, salary, c. made by fi m. 

to any partner of the firm will be allowed as deduction in the assessment of the firm subject to limits and sroditicesaraiediy sub-items 6 É 

1o 9 of item (xii) on pp. 163-164. I WES eos ая © Mos 
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gains of a business or profession, in 
s) for the payment of gratuity to the 
This restriction will, however, not 
he employees that has arisen 


(5) No deduction will be allowed, in the computation of the profits and 
respect of any reserve created or provision made (subject to certain exception 
employees on retirement ог on termination of employment for any reason. · 
apply for the purpose of mecting actual liability in respect of payment of gratuity to t 
during the previous year [Section 40A(7)]. 


(6) No deductiop will be allowed in respect of any sum paid by the аззеззее as an grep Ed the 
setting up or formation of, or as contribution to, any fund, trust, company, association o SES y of 
individuals, society registered under the Societies Registration Act, 1860 or other institution for any purpose, 
except— 


(1) where such sum is paid or contributed (within the limits laid down under the relevant provisions) 
to a recognised provident fund or an approved gratuity fund or an approved superannuation fund or for the 
purposes and to the extent required by or under any other law. 


(2) where the Income-tax Officer/Assessing Officer is satisfied that the fund, trust, company, associa- 
tion of persons, society, etc. has before the Ist day of March, 1984, bona-fide laid down or expended any 
expenditure (not being in the nature of capital expenditure) wholly & exclusively for the welfare of the 
employees of the assessec. 


In case no deduction has been allowed in respect of such sum, the amount of such expenditure shall 
be deducted in computing the income of the assessee of the previous year in which such expenditure is so laid 
out or expended, as if such expenditure had been laid out or expended, by the employer [Section 40A(9) & 
40А(10)]. i 


(iii) Disallowance of expenditure incurred on Income-tax proceedings: 
[Section 40A(12)] ы 
From assessment year 1993-94 and onwards: 


The whole of such expenditure without any ceiling will be allowed u/s. 37(1) as section 40A (12) has been omitted 
w.e.f. 1-4-1993 (assessment year 1993-94 and onwards). 


Upto Assessment year 1992-93: 


Section 40A(12) provides that any expenditure incurred in excess of Rs. 10,000 by an assessee by way of fees or 
other remuneration paid to any person (other than employee of the assessee) for services (not being services by way of | 
preparation of return of income) in connection with any proceeding under the Income-tax Act before any income-tax |. 
authority or Settlement Commission or competent authority or Appellate Tribunal or any court shall not be allowed as | 
deduction in computing the taxable profit. ‘ | 


$12 


(iv) Disallowance of expenditure incurred in business or profession i | 
which payment in a sum exceeding Ёз. 10,000/- is 255 асо dian Uy ao | 
crossed cheque drawn on a bank or by a crossed bank draft: | 

[Section 40A(3)] 


Sub-section (3) of section 40A lays down that where the assessee incurs any expenditure in respect of which 


| 

payment is made in а sum exceeding Rs. 10,000 otherwise than b 
bank draft such expenditure shall not be allowed as а deducdon ^. Опа bank or by a crossed | 
| 


Under the first proviso to section 40A(3), where any liability for 
deduction on accrued basis in the relevant. assessment year and subsequently during any previ 
makes any payment in respect of such liability in a sum exceeding Ёз. 10,000 oth y previous year, the assessec 


Мо disallowance is to be made under section 40A(3): 
(i) їп cases and circumstances prescribed under Rule 6DD, or 


* (ti) їп cases where the Income-tax Officer is satisfied that th 3 E. 
о me Ede ы ai te арным 

i r identity of the payee. Ап : nes evidence as to the 
period when nee clearing ‘operations ША, ОДА БМ ЕИ аага сааи made during the 
по: be covered e provisions of section 3) ofthe In "y ces as aforesaid exists, will 
ITR (St.) 48]. "ome tax Act [Circular No, 250, dated 11-1-1979. 117 


asi Collection. Digitized by eGangotri 
- SSS ee 


e ee 


— 


. 
LS 


T 


«оов „= PRIM v PT Qi — л Жы гр АЗА 


N has purchased the goods; or `“ 


113 BUSINESS 
SPL. PROVISIONS ` 


(iii) in cases where a letter is produced from the seller giving full particulars of his address, sales-tax number, : 
permanent account number, if any, to the effect that: 3 
(a) the purchaser is new to the seller; or , | 

(0) the transactions are made at a place where either the purchaser or the seller does not have a bank | 


кы “account; or 


(c): the transactions and, payments are made on a. bank holiday; or 


.@) the seller is refusing to accept the payment: by way of crossed cheque/draft and the purchaser's © 
*: business interest would suffer due to non-availability of goods otherwise than from this particular seller; or 


(c) ‘the seller, acting as a commission agent, is required to pay cash in turn to persons from whom he 2 


(f specific discount is given by the seller for payment to be made by way of cash. 
[Circular No. 220, dated 31-5-1977. 108 ITR (St.) 8]. 4 i 


` (у) Disallowance of interest on delayed payments in certain cases: 


Interest on delayed payments for goods or services made by a buyer, to an ancillary or small-scale industrial Н 
undertaking will Бе disallowed u/s. 9 of the Interest оп Delayed Payments to Small Scale and АпсШагу Industrial ў 
Undertakings Act, 1993 from assessment year 1993-94 and onwards" [For text of the said Act, which came into force 
from 23-9-1992, refer 202 ITR (St.) 51]. B 


Special provision for computation of cost of acquisition of certain assets: | 
[Section 43C] 


Where the amalgamated company sells as stock-in-trade of the business after 29-2-1988, any asset [not being an 4! 
asset referred to in section 45(2)] which has been acquired by it under a scheme of amalgamation, the cost of acquisition 
thereof for computing the profits and gains from the sale of such asset shall be the cost of the asset to the amalgamating 
company, as increased by the cost, if any, of any improvement thereto, and the expenditure on transfer, if any, incurred 
by the amalgamating company. 

Similarly, where an assessee sells as stock-in-trade of the business after 29-2-1988, any asset [not being an asset 
referred to in section 45(2)] which has been acquired by him'on total or partial partition of a Hindu undivided family, or | 
by way of gift, or will or an irrevocable trust, the cost of acquisition thereof for computing the profits and gains from the | 
sale of such asset shall be the cost of the asset to the transferor or donor, as the case may be, as increased by the cost, if 
any, of any improvement made thereto, and the expenditure on transfer, if any, incurred by the transferor or donor, as d 
the case may be. The expenditure on transfer for this purpose will also include gift-tax, if any, paid by the donor on the | 

i | 


Special provisions for computing profits and gains from the business of trading in liquor, 
forest produce and timber: 
[Sections 44AC 8c 206C] 
For assessment years 1989-90 to 1992-93: 


“ЖУ 
Provisions of section 44AC applies to an аззеззее (other than a public sector company) who is a buyer of any 
alcoholic liquor for human consumption (other than Indian-made foreign liquor“) or timber or any forest produce, in 
sale by way of auction, tender or any other mode, conducted by the seller [i.e., the Central Government, State 


Government or local authority or statutory corporation or authorities or any company or firm or w.e.f. 1-4-1991 - 


co-operative society]. i 
A sum equal to the percentage [as per column (2) of the Table given on page 114] of the consideration payable by 

the buyer їп TER of АЕ shall be deemed to Ье the profits and gains of the buyer from the business of trading in 
such goods chargeable to tax under the head “Profits and gains of business or profession”. Further, it has been clarified 
yer (other than a buyer who obtains any goods from any seller 


EINER dae 


TTE 


that the provisions of this section shall not apply to a bu 
which i» public sector company) in second or subsequent sale of such goods. 


From assessment year 1993-94 and onwards: 


: isi f section 44AC are not applicable as the said section has been omitted w.e.f. 1-4-1993 
ee Par 1993-94 a Bien In such cases assessment will be done in accordance with the provisions of the 
Income-tax Act and not on presumptive basis u/s. 44AC. However, in these cases authorities collecting tax at source — 
alongwith purchase price would continue to collect tax at source, since section 206C, as recast continues to be operative. _ 


. Vide Ci No. 651, dt. 11-6-1993 [202 ITR (St) 54]. —— а nad ваг AE 
D. Vile Огеш Ыш 44AC/206C will not apply where the goods in the nature of alcoholic liquor for human consumption 

(other than Indian-made foreign liquor) are not obtained by way of auction and where the sale price eee to be sold by ће 
buyer is fixed by or under any State Act [Proviso to secuon 44AC(1)(a)/Explanation to section ]. з T 
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COLLECTION OF TAX AT SOURCE: 
Assessment years 1959-90 and onwards: 


. Credit for the tax will be given to | (f 
er fails to collect the tax or after | 
pecified, then, he shall be liable to | 
ax from the date on which tax was г 
the seller is liable to pay the tax to the credit of thé 2^ 
er, section 276BB provides that if a person fails to | 
under the provisions of section 206C, he shall be 

ess than 3 months but which may extend to 7 years | 


and with fine. | 
TABLE tl 
Upto assessment year 1992-93, % of consid- — 96 of the consideration | o) 
N Sod: eration payable by the buyer deemed to be the to be collected from the | s] 
ature of g profits and gains of the buyer from the buyer as I.T. n 
business of trading in such goods ! iV 
(1) (2 (3) 3 
[ I, Alcoholic liquor (other than Indian-made Soreign liquor)" 40% 1596 д 3 
2. Timber obtained under a Jorest lease 3596 15%" ry 


| re 
Special Provision for computing profits and gains of business of — | e 


(a) civil construction, etc; and (b) plying, hiring or leasing goods carriages: В 


[Sections 44AD and 44AE] | = 
For notes on these sections, refer Para 7.4 & 7.5 on page 36. | с 
| о 
е eis . | П 
Special provisions relating to retail trade, etc.: Кр 
[Chapter XII-C (Sections 115K to 115N)'«] Ni 
Assessment year 1993-94 &? onwards: | 
l. Individuals and Hindu undivided families who have not hitherto been assessed to i i i | : 
assessment year 1992-93 and earlier years], having income from— ае relation ig | 7 
(а) retail trade in any goods or merchandise, or | l 
t 
I 
I5. Wherc the goods referred to above are to be utilised by the buyer for the i rocessi r 
Решала ay аг раа Sor em пай purposes and buyer makes an application to the дш id Оаа | ii 
certif No. n e sal i 1 
206C(1)] gi ceruicate to seller, then, tax is not to be collected by the seller [Proviso to section | < 
16. W.e.f. 1-10-1991, penalty, for non-filing of the return in Prescribed form 
171. ; 


refer page 
17. E assessment years 1991-92 & 1992-93, considera 

Indian-made foreign liquor) will not include bid mon in i j 

Price shall also include excise duty paid or payable by the p e ООО tender [vide Explana 


by a buyer in the State of Uttar 


у buyer of alcoholic liquor (other than 
pia tion m Ed 44 AC(1)(a)]. Purchase 
1 n Н . . H 1 
11-1990. 186 ITR (St) 156]. Dee ue Pri hichi p 
by surcharge— 
(a) at the rate of 596 of such LT. upto 31-3-1989; 


(b) (1) inthecaseofa buyer, being a domestic com 
the rate of 15% of such LT. from 15-10 Jug. а 
(2) in the case of a buyer, other than a 


com "resi 
14-1-1991 and at the rate of 12% of such [T een redent, at the rate of 8% 


і 
i 
| 
Ц 
j 
| 
L 
i 
| 
| 

c rate of 8% of such LT. from | | 

S, 
from 15-1-199] to 31-3-1994. RES EROR уза 5 | 


990 and onward -4-1989 to 14-10-1990 and at 


ade to sections 115К. & 115-N by the Finance Act, 1994, refer Pig = | 
- раре 37. 
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(b) the business of running an eating place or of operating, hiring or leasing a s carriage, a motor cab, a 

maxicab or a three-wheeled motor vehicle or engaged in vocation (which ша Шейше, Hair Gutta clothes’ 
M washing, typing, photo copying, repair work of any kind and other services of a similar nature”), 
0 may opt for paying a fixed sum as income-tax annually as per рага 7 [Section 115K(1) & 115K(2)(a)]. 
ае 2. They need not file a return of income. Nor will they be subjected to assessment procedure under the 
7 l'Income-tax Act [Section 115L]. 
1| 3. Instead, they should file a statement in prescribed Form No: 4А (for individuals & non-specified HUFs)/4B 
o | (for specified HUFs) in duplicate giving therein, name, address, nature of business or vocation and a declaration that— 
r | (a) in respect of business of retail trade, the annual turnover does not exceed Кз. 5,00;000 and income 
| therefrom: does not exceed’ Rs. 35,000 (in relation to assessment year 1993-94)/Rs. 37,000 (in relation to 
ү: assessment year 1994-95), i 
d (b) in respect of business of running the eating place or of operating, hiring or leasing a goods carriage, a 
| motor cab, a maxicab or a three-wheeled motor vehicle or engaged in vocation, annual income from such business 
or vocation does not exceed Rs. 35,000 (in relation to assessment year 1993-94)/Rs. 37,000 (in relation to 
| assessment year 1994-95) [Section 115K(4) (a)]. 

4. The statement referred to in para 3 should be filed on or before 31st March of the financial year along with 
the challan for payment of tax. However, for assessment year 1993-94, in the case of a person carrying on the business of 
operating, hiring or leasing a goods carriage, a motor cab, a maxicab or a three-wheeled motor vehicle, such statement 

| should be filed on or before 30-6-1993 along with the challan for payment of tax [Section 115K (4) (b)]. Such persons will 
not be entitled to deductions under Chapter VIA (except the deduction u/s. 80L) and the tax rebates under Chapter 
УШ of the Income-tax Act [Section 115M]. The first such statement should have been filed on or before 31-3-1993/ 
30-6-1993, as the case may be, for assessment year 1993-94. The second such statement should be filed on or before 
Ў 31-3-1994 for assessment year 1994-95. The third such statement should be filed on ог before 31-3-1995 for assessment 
«<t year 1995-96. ; z 
| ‚5. -In the case of persons carrying on business of retail trade, annual turnover from retail trade shall be deemed 
| to be Rs. 5,00,000 and a sum equal to 7% of Rs. 5,00,000 for assessment year 1993-94/Rs. 37,000 for assessment year 
| 1994-95, shall be deemed to be the profits and gains of such persons from the business of retail trade [Section 115K(1)(a) 
| read with Section 115K (5)]. In the case of persons carrying on business of running an eating place or of operating, hiring 
| or leasing a goods carriage, a motor cab, a maxicab or a three-wheeled motor vehicle or engaged in vocation, a sum of 
.. Rs. 35,000 for assessment year 1993-94/Rs. 37,000 for assessment year 1994-95, shall be deemed to be the profits and 
( gains of such persons from such business or vocation [Section 115K(1)(b)]. | 
6. Persons covered under this scheme should not have any income in excess of Rs. 5,000 in the aggregate, 
chargeable to tax from any source falling under any head of income, other than the income from business of retail trade 
or from the business of running the eating place or from the business of operating, hiring or leasing a goods carriage, a 
motor cab, a maxicab or a three-wheeled motor vehicle or from the vocation covered under this scheme. That is, such 
person's income should not exceed Rs. 40,000 (Rs. 35,000 plus Rs. 5,000) for assessment year 1993-94/Rs. 42,000 
(Rs. 37,000 plus Rs. 5,000) for assessment year 1994-95 [Section 115K(2)(c)]- i 
7. The tax is payable at the rate specified in Part III of the Finance Act of the relevant year for computing 
advance tax on the income deemed as per para 5 and other income referred to in para 6 [Section 115K(3)]. For the 
assessment year 1994-95, in the сазе of individuals and non-specified HUFs, the said rate is 20% and the tax payable on 
deemed income of Rs. 37,000 (referred to in para 5) is Rs. 1,400 [ї.е. 20% of Rs. 7,000 (Rs. 37,000 deemed income less 
Rs. 30,000 (basic exemption limit)]. If, the other income is Rs. 4,000, say interest on deposits with companies, then the 
tax payable on Rs. 41,000 [Rs..37,000 (deemed income) plus Rs. 4,000 (interest income)] is Rs. 2,200 [i.e. 2095. of 
Rs. 11,000 (Rs. 41,000 less Rs. 30,000 basic exemption limit)]. à - E 
8. The Income-tax department will not initiate any proceeding under the Act against such persons in respect of 
the income from retail trade/business of running an eating place or business of operating, hiring or leasing.a goods 
carriage, a motor cab, a maxicab or a three-wheeled motor vehicle or engaged in vocation for the relevant assessment 
year, unless the Deputy Commissioner has evidence to show that the statement filed is untrue (Section 115N). 


Maintenance of books of account, etc. by certain professional persons: 
(Section 44AA™ read with Rule 6F) "x 
(i) Under Rule 6F, persons carrying on profession viz. legal, medical, engineering or architectural profession or 
the profession of accountancy or technical consultancy or interior decoration or authorised representative or film artist 
are required to keep and maintain the books of account and other documents specified hereafter: 


18b. Ап аззеззес opting for assessment of his business income on presumptive basis under newly inserted sections HAD and HAE 
[Refer Para 7.4 & 7.5 on page 36] is not required to maintain books of account u/s. 44AA in relation to such business income. However, 
such an assessee should comply with requirements of section 44AA in respect of business which is not covered by the provisions of sections 
44AD and 44AE [Vide sections 44AD(4) and 44AE(5)]- n ER 
“19. Other services of a similar nature would include vocations which аге of the same genus as the ones mentioned in the 
definition, that is to say, vocations which do not require any substantial intellectual input. Illustrations of this would be persons caring 
their livelihood as carpenters, electricians, plumbers, painters, welders, lathe machine operators, taxi drivers, etc. [Vide Circular No. 
641, Dt. 9th December, 1992. 199 ITR (St.) 68]. | M x Me pees, 
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TAX AUDIT 


(a) а cash book, i.e. a record of all cash receipts and payments, kept and maintained from day to day and i 
giving the cash balance in hand at the end of each day or at the end of a specified period not exceeding a month; | 


(b) a journal, if the accounts are maintained according to the mercantile system of accounting; | 


(с) a ledger; s ВР 
(d) carbon copies of machine numbered or serially numbered bills and receipts of over Rs. 25 wherever шеше 
bills and receipts are issued; — i | 
(e) original bills wherever issued to the person and receipts in respect of expenditure incurred by the person! 
or, where such bills and receipts are not issued and the expenditure incurred does not exceed Rs. 50, payment) 
vouchers prepared and signed by the person, However, payment vouchers are not required to be maintained in 
cases where the cash book maintained by him contains adequate particulars in respect of such expenditun” + 
incurred by him. К ' t “at 
The books of account and document are required to be kept and maintained at the principal place where the 
profession is carried on. : 
The books of account and other documents specified above are required to. be preserved for a period of 8 years 
! from the end of the relevant assessment year. However, cash book and ledger are required to be preserved for a period of 
16 years. . 
In addition to the books of account and other documents specified above, a person carrying on medical profession 
shall keep and maintain (i) a daily case register in prescribed Form No. 3C, and (ii) an inventory under broad heads of 
the stock of drugs, medicines and other consumable accessories used for the purpose of his profession as on the first and 
the last day of the accounting period. 5 
| (ii) Persons carrying on profession [not being a profession referred to in (i) above] or business are required to ; 
li maintain books of account and documents if their annual income from the profession or business exceeds Rs. 40,000” ог; 
the gross receipts or turnover exceeds Rs. 5,00,000° in any one of the three years immediately preceding the previous 
year. In the case of newly set up profession or business, зис books have to be maintained if the income from profession 
or business is likely to exceed Rs. 40,000 or the gross receipts or turnover is likely to.exceed Rs. 5,00,000” during the 
previous year in which the profession or business is set up. - 


For failure to keep, maintain or retain books of accounts, etc., minimum penalty leviable is Rs. 2,000 and 
maximum penalty is Rs. 1,00,000 [Section 271A]. . 
IMPORTANT 


Jt may be noted that the provisions of Rule GF will not apply in the circumstances mentioned hereunder: j | 
3 (1) No books of account, etc. are to be maintained in respect of the accounting period beginning before the Ist day of March, 1983 [Rule 6F | 


кл 
fs 


(2) No books of account, etc. are to be maintained in cases where the total gross receipts of the profession does not exceed Rs. 60,000 in an el 
of the three years immediately preceding the previous year and in cases where the profession is nesly set im the yuyu "tota ois | 
ir mot likely to exceed Rs. 60,000 [clause (a) of the proviso to Rule ony piget = 

(3) No books of account need be maintained by a medical practitioner who dispenses drugs and medicines, if total gross receipts the | 
um т! і уд Aa Suc of A id FEATS карра preceding the previous year, or, where tke profiles (ae | 

ly set up in the previous year, his total ipts in ће} i is not li 
exceed the amount of Rs. 80,000 [clause (b) of the proviso A Rule BFA). AUI UAE AT Hal Terr AA | 

Compulsory audit of accounts of certain persons carrying on business or profession: 

[Section 44АВ°%] 
This section makes it obligatory for а person ing on business to get hi ited 
e 1 туш get his accounts audited bef "specified 
date" by an accountant (i.e., chartered accountant) if his total sales, turnover or gross receipts in preces. 


P Я ear 1985-86 or any sub: . 
Likewise, a person carrying on profession will also have to get his accounts audited before the “specified date” ‘this ee f 


20. The monctary limits for compulsory maint books i i 
years is Ез. 25,000 (as against Re 40000) A Ea 250,000 (s fea G ан 
20а. Ап assessce opting for assessment of his business income on pres stive bad 
44AE [Refer Para 7.4 & 7.5 on page 36] is not required to get his accounts audited u/s 
However, such ап assessce should comply with requirements of secti Eis 
provisions of sections 44AD and 44AE [vide sections 44AD(4) and 44AE(5)]. 


117 BUSINESS: 
172 . TAX NES 
In cases where the accounts are required to be audited by or under any other law (as in the case of comp: 

co-operative societies), it will suffice if the accounts are audited under such other law before the “specified date” 
assessee obtains before the said date the report of the audit under such other law and also a report of the audit in th 
prescribed Form No. 3CA. 4 e 34 
‘i The said audit report will have to be filed with the return of income. If it is not filed, the return will be treated ; 
"defective u/s. 139(9). Penalty u/s. 271B also will be leviable for failure to file the audit report along with the return of 
income. ; i D 
“Specified date" for companies is 30th November (31st December, upto assessment year 1993-94) and for all 
other assessees it is 31st October. А кол 
1 For failure to comply with the provisions of Section 44AB, without reasonable cause, an assessee will be liable to a 
"Venalty under section 271B equal to 476 of the total sales, turnover or gross receipts, as the case may be, in the busi 
or of the gross receipts in the profession, in the relevant previous year, subject to a maximum penalty of Rs. I. 
Note: The Central Board of Direct Taxes has clarified vide Circular No. 452, dt. March, 17, 1986 [. 
(St.) 195] that, “аз far as Kachha arahtias" are concerned turnover does not include the sales effected on 
principals and only the gross commission has to be considered for the purposes of section 44AB 


21. In the casc of agents whosc position is similar to that of Kachha arahtias, the turnover is only the commission 
include sales on behalf of the principal. 5 ; Р ; orbs д 
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DEFINITIONS 


CAPITAL GAINS 
[From assessment year 1991-92 and onwards] 
(Sections 45 to 55A) 


Capital gains means any profit 
бы) 
1. Definitions: б 
(а) CAPITAL ASSET: 
[Section 2(14)] 
The term “capital asset” means property of any kind held by an assessee, whether or not connected with his 
business or profession, but does not include, inter alia: / 
(1) stock-in-trade, consumable stores or raw materials held for purposes of business or profession, 
(2) personal effects such as wearing apparel, excluding jewellery, furniture, motor car, airconditioner, 
refrigerator, etc. etc.; held for personal use by the assessee or by any member of his family dependent on him, 
(3) 642% Gold Bonds, 1977, 
(4) 796 Gold Bonds, 1980, 
(5) National Defence Gold Bonds, 1980, 
(6) Special Bearer Bonds, 1991, and 
(7) agricultural land in India, not being land which is situated within the local limits of any municipality, 
notified area committee, town committee or a cantonment board and which has a population of not less than ten 
thousand or which is situated in any area upto a distance of 8 kilometres from such limits or up to such distance 
from such limits as specified in Notification No. S.O. 77(E), dated February 6, 1973 [89 ITR (St.) 145]. This 
Notification No. 77(E), has been superseded and substituted vide Notification No. 9447/F. No. 164/3/87-ITA-I, 
dt. 6-1-1994 [Refer 205 ITR (St.) 121]. 
Note: Provisions of the Income-tax Act shall not apply to any long-term capital gains arising to the initial 
subscriber on transfer of Gold Bonds, 1998 [Vide section 5(a)(ii) of the Gold Bonds (Immunities and 
Exemptions) Act, 1993. Refer page 300 of I.T.R.R. 1993-94]. 
The term “capital asset” includes “Jewellery” held for personal use which will include: 


(a) ornaments made of gold, silver, platinum or any other precious metal or any alloy containing one or 


s or gains arising from the transfer of a capital asset effected in the previous year. - 


S 


more of such precious metals, whether or not containing any precious or semi-precious stone, and whether or not ` 


worked or sewn into any wearing apparel; and 
(b) Precious or semi-precious stones, whether or not set in any furniture, utensil or other article or worked 
or sewn into any wearing apparel [Explanation to section 2(14)(ii)]. 
(b) FAIR MARKET VALUE; 
[Section 2(22B)] 
“Fair market value”, in relation to a capital asset, means— 


(i) the price that the capital asset would ordinarily fetch on sale іп the open market on the relevant date; | 


(ii) where the price referred to in (i) is not ascertainabl i ined i 
vce Шаша не рассро юп Шла inable, such price as may be determined in accordance 


(c) SHORT-TERM AND LONG-TERM CAPITAL ASSET: 
[Section 2(42A)] 


Capital asset is divided as long-term or short-term with refe i i 
assessee or by the previous owner and the assessec under certain dE Belding ое азе by ше 
holding of the asset is computed from the date of acquisition to the date immedi on page 122]. The periode 
specified for assessment year 1988-89 & onwards are as under: 


Nature of Asset Short-term capital asset Long-term capital asset 
z pita 
(1) For assets other than held fe 
shares in a company! CUTE not more than 36 held for more than 36 months 
(2) For assets being shares held f 
in a company or not more than 12 months held for more than 12 months 


I. However, with effect from assessment year 1995-96 and 
in Indi i it "50 and onwards, a capital i e 
cx uk ү p SRA Nee 120 ишо unit of Mutual Fund EE id ina monem 
i i “ for not more than 12 months immedi : t will be treated 25 
such ер. asset e be Mos as "Long-term capital asset" if it is held by REM preceding the date of its transfer. Conversely; 
the date of its transfer [Vide amended proviso to section 2(42 essee for more than 12 months immediately preceding 
т CC-0. Mumukshu Bhawan Varanasi скоп. Digitized by eGangotri ately p. 
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CHARGEABLE 


(d) TRANSFER: 
[Section 2(47)] 
"Transfer", in relation to a capital asset, includes the sale, exchange or relinquishment of the asset or the 


extinguishment of any rights therein or the compulsory acquisition thereof under any law or in a case where the asset is 


i Jj converted by the owner thereof into, or is treated by him as, stock-in-trade of a business carried on by him, such 
`“ conversion or treatment. 1 


Transfer, includes (a) possession of immovable property given without registration of conveyance deed, and (b) 
transactions in agreements to buy or sell any immovable property or any rights thereon. 


PEN Transfer of movable property is complete when delivery of possession is complete. Transfer of immovable у 
1 3property, normally, is complete only when the conveyance deed is registered. However, for the purposes of capital gains, 

the transfer is treated as a complete with delivery of possession and when agreement to sell/buy immovable property is 

entered into or when such agreement is itself a subject matter of transaction. 


2. Charge of capital gain: 

[Sections 45, 46(2) & 47A] | 

Capital gain is chargeable as income of the previous year in which transfer took place. 1 
i 

$ 


Capital gain is chargeable on the following transactions also: 


(a) In a case where a capital asset is converted by the owner into or is treated by him as stock-in-trade of a 

business carried on by him, such conversion or treatment will be treated as “transfer” under section 2(47). Section 45(2) 

г provides that for the purposes of computing “capital gains" іп the case of conversion of capital asset into stock-in-trade, 
^U the fair market value of the capital asset on the date on which it was converted, will be deemed to be the full value of the | 
consideration received on the transfer. The year of taxability will, however, Бе the year in which such converted } 
stock-in-trade is sold or otherwise transferred. Thus, in the year of sale of such stock-in-trade, there will be capital gains ; 
& business income as under: : - | 


(i) Capital gains: on the difference between the cost of acquisition and the fair market value on the date of 
ri^ - conversion (from assessment year 1993-94 and onwards, such cost of acquisition is to be increased by Cost 
Inflation Index), and 


(ii) Business income: on the difference between the sale proceeds and the said fair market value. 


Illustration 1: Mr. Shah had purchased a piece of land in May 1981 for Rs. 1,00,000. On 1-5-1993, he started business in real 
estate and treated the land as stock-in-trade of that business adopting its value as on that date at Rs. 8,00,000. The fair market value of 
the land on that date was Rs. 4,00,000. On 1-3-1994 he sells the land for Rs. 17,00,000 to a builder. His capital gain and business income 
for assessment year 1994-95 will be: : 


Assessment year 1994-95: 


(i) Capital gain: On land on conversion from capital asset to stock-in-trade: 


Fair market value on 1-5-1993, being the date of conversion .. A6 T. T Ба .. Rs. 4,00;000 i 


i Less: Cost ofacquisition in May, 1981 1 «s $ eo ss ee Rs. 1,00,000 


Indexed cost of acquisition [vide 2nd proviso to scction 48]: 


Cost of acquisition x Cost Inflation Index of the year in which asset is sold + Cost Inflation ' 3 І 
Index of the year of acquisition, ic. Rs. 1,00,000 x 244 = 100^ .. a ses (Rs. 2,414,000 


reete 


Long-term capital gains chargeable to tax u/s. 112(1)(a)(ii) [Refer item 7 on page 134] “Rs. 1,56,000 


(11): Business income: On sale of land; 
| i Sale proceeds 
| Les: Cost of acquisition being fair market value on the date of conversion (i.e. 1-5-1993) .. Rs. 4,00,000 

Ў Business income .. — Rs. 13,00,000 

Thus, the aggregate of long-term capital gains & business income for the assessment year 1994-95 will be — Rs. 14,956,000. 


та. Vide Notification Ng, 489(E), dt: 5-7-1998 issued wis: © [Refer page 122]. 
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suppose Mr. Shah had started his business on 30-4-1985 and converted the land as 
business income in his сазе will be as under: 


Assessment years 1981-85 10 1994-95: 


Illustration 2: In the above illustration, 
stock-in-trade on that date at Rs. 8,00,000, then, 


Capital gains in respect of conversion of land as stock-in-trade of the business Rs. Nil 
Assessment year 1991-95: as 
Business income: 
Sale proceeds .. А ЕЕ БЕ Кз. 17,00,000 


Less: Value adopted by Mr. Shah on conversion of land into stock-in-trade on 30-4-1983 .. Rs. 8,00,000 


| 


Business income + Rs. 9,00,000 „ 
: = 


(b) The profits and gains arising from the transfer ofa capital asset by a partner/ member їо а firm/association of” 


ons/body of individuals (by way of capital contribution or otherwise) will be chargeable to tax as his income under 
the head "Capital gains" of the previous year in which such transfer takes place. For this purpose the amount recorded in 
the books of account of firm/A.O.P./B.O.I. will be taken to be the sale consideration and the capital gains will be 
computed accordingly [Section 45(3)]. : 

(c) The profits and gains arising from the transfer of à capital asset by way of distribution of capital assets to its 
partners/members on the dissolution of a firm/association of persons/body of individuals or otherwise, will be chargeable 
to tax as income of the firm/A.O.P./B.O.I. under the head "Capital gains" of the previous year in which the said transfer 
takes place. For this purpose, the fair market value of the asset on the date of such transfer will be taken to be the sale 
consideration and the capital gains will be computed accordingly [Section 45(4). . 

(d) In the case of transfer by way of compulsory acquisition under any Jaw, Ше capital gains computed with 
reference to the compensation initially awarded shall be deemed to be the capital gains of the previous year in which 


such compensation or part thereof, or such consideration or part thereof, was first received. Any enhanced compensation ^ 


awarded by any court, tribunal or other authority, will be charged to tax as capital gains of the previous year in which 
such amount is received, the cost of acquisition and cost of improvement for the purpose of enhanced compensation will 
be taken to be nil. If the enhanced compensation is received by a person other than the original transferor by reason of 
the death of the original transferor or for any other reason, capital gains will be charged in the hands of the recipient 
[Section 45(5)]. 2 Fl ' ч ; ' E 
(e) Any money or other assets received by a’shareholder from à company on its liquidation is ch. bl 
LLI 3 -= 33 5. " t | 

under the head capital gains" in his hands. Full value of consideration rene in ш а сазе will Tbe ува 
received ог the fair market value of the assets on the date of distribution, as reduced by the amount deemed as dividend 
u/s. leach The дө Тыас of the asset will be the cost for which the previous owner, namely, the company 
acquired it, as increas cost of any improvement of asset, if any, incurred b i Wi : 

заш zs Say be [себеп Ж БП]. y, incu у E previous owner or the shareholder, 

(f) Transfer of a capital asset by a company to its subsidia i i " 

( s ; ry company and vice versa, d 1 
ап Indian company and the entire share capital of the subsidiary company is held by UE NC кй dr its 
nominees, will not be chargeable to capital gains under Section 47(iv) & (v). md 

T: s D eua will be chargeable to capital gains under section 47A, if— 

i e transferee company converts the capital asset i -in- its busi ithi i 

yen dence eter between the qap ces ime stock-in-trade of its business within a period of 8 

ii the parent company or its nominees or the holding co 

Ee reer the subsidi aiding company, аз the case may be, ceases to hold the 

Re he сарі zs ae m idiary company at any time within a period of 8 years from the date of transfer 

(g) Capital gain on transfer of goodwill: The gain arisi goodwi i 
tax as capital gain. In a case where the goodwill was SE chase ie: бар di cha оар сапар 
acquisition. In any other case [not being a case falling u/s. 49(1)(1) to (iv), frc Бае price wl be taken as coe 
acquisition will be taken to be ‘nil’. Cost of improvement also will be ‘nil’ [Secti m 55 OT Eee 139356) соо 

(k)- Capital gain on transf } ч ion 55(2)(a) read with section 55(1)(b)]. 

pital g transfer of tenancy rights, stage carriage permits or | h 
1995-96 and onwards, the gain arising from transfer of tenancy rights rubr iced Kromiassessmen ш 
hours is chargeable to tax as capital gain. In a case where such ы Ree ATc permis estote permit) оп! 
will be taken as cost of acquisition. I ch assets were purchased by the assessee, the purchase price 
‘cost of acquisition. In any other case [not being a case falling u/s. 49(1)(i) to (i or pur ы 
be FIRM nil’ [Amended section 55(2)(a)]. ng u/s. 49(1)(i) to (iv)], cost of acquisition will 
: - i) From assessment year 1991-92 and onwards, the diff: 
in section 80СОВ(2) [i.e Equity Linked Savings Scheme] and capital крз e 
units] shall be chargeable to tax under the head “Capital gains" of the er ee 
place or the plan referred to in Section 80CCB is terminated [Section 45(6)] = 


purchase price of units referred to 
nits [i.e., amount invested in su 
year in which such repurchase takes 


2. This is because, the year of conversion (assessment 
as Ot Cor year 1984-85) is earli assessmen 
year the provisions of amended section 2(47) and sub-section (2) to is machi effect Thus th [rom which Stee 
. S, 


difference between cost of acquisition and ad A th я J : 
equis nd the value adopted i the hooks О 2engupten ganwerian "ende aee == 


eM 


A- 
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3. Transactions not regarded as transfer: 
; [Sections 46(1), & 47] { 
The following transactions аге not considered аз a transfer of capital assets and capital gains, if any, which arise 
from such transactions are totally exempt from tax: { A И] 
(a) Distribution of the assets by а company to its shareholders on its liquidation. Refer section 46(1). 
(b) Distribution of capital assets on the total or partial partition of a Hindu undivided family. Refer section 47(i). 
(с) Any transfer of a capital asset under a gift or will or an irrevocable trust. Refer section 47 (iii). 


: (d) Any transfer ofa capital asset by a company to its subsidiary company and vice versa provided the transferee 
is an Indian company and the entire share capital of the subsidiary company is held by the parent company or its 
nominees. Refer section 47(iv) & (0). и í 


а Under proviso to section 47(у), the provisions of clauses (iv) and (v) of section 47 will not apply to the transfer of 
a capital asset made after 29-2-1988 where the transferee company takes over the capital asset as stock-in-trade at the 
time of transfer itself. In view of this proviso, capital gain will be chargeable in'such cases. It may be noted that if the 
transferee company converts the capital asset after the transfer as stock-in-trade, capital gain will be chargeable u/s. 47A 
as explained in item 2(f) on page 120. 
~ (e) Any transfer, in a scheme of amalgamation, of a capital asset by the amalgamating company to the 
amalgamated company if the amalgamated company is an Indian company. Refer section 47(vi). 
(f) From assessment year 1993-94 and onwards, any transfer, in a scheme of amalgamation, of a capital asset 
being share or shares held in an Indian company, by the amalgamating foreign company to the amalgamated foreign 
company, if:— i 


(1) atleast 25% of the shareholders of the amalgamating foreign company continue to remain shareholders 
of the amalgamated foreign company, and 


(2) such transfer does not attract tax on capital gains in the country, in which the amalgamating company 
is incorporated. Refer section 47(via). i 
(g) Any transfer by a shareholder, in a scheme of amalgamation, of a capital asset being a share or shares.held 
by him in the amalgamating company, if :— : Б Ut аз 03 i А 153 d č 
(1) the transfer is made in consideration of the allotment to him of any share or shares in the amalgamated 
company, and : х 
(2) the amalgamated company is an Indian company. Refer section 47(vii). ae de: 
(h) W.e.f. 1-6-1992, any transfer of a capital asset, being bonds or shares referred to in section 115AC(1), made 
outside India by a non-resident to another non-resident. Refer section 47(viia). Е 
(i) Апу transfer of agricultural land in India before 1-3-1970. Refer section 47 (viii). 
G) Апу transfer of a capital asset, being any work of art, archaeological, scientific or art collection, etc., to the 
Government, or a University or the National Muscum, National Art Gallery, etc. Refer section 47(ix). 
(k) Any transfer by way of conversion of bonds or debentures, debenture-stock or deposit certificates in any 
form, of a company into shares or debentures of that company. Refer section 47(x). АГ 
: 4. Mode of computation and deductions: 
(Sections 48, 49, 51 & 55) ` 
Section 48 provides that, from the full value of consideration received or accruing as a result of the transfer of 
capital asset, the following amounts should be deducted to arrive at the amount of capital gains: 
i (i) The cost of acquisition of the capital asset; — 
| (ii) The expenditure incurred on any improvement to the capital asset; igh i bet 
(iii), Expenditure incurred wholly and exclusively in connection with the transfer of the capital asset, such as 
stamp duty, registration charges, legal fees, brokerage, etc. ab Résiaidecan 
ASSESSMENT YEAR 1993-94 AND ONWARDS: ёк 
-93. under the then section 48(2), a basic deduction of Rs. 15,000/Rs. 10,000 plus %ge 
of the аа RU m dno capital gains and after making these deductions, reduced amount of capital 
gains is added to the gross total income [For details, refer item 4(B) on page 124]. 
From assessment year 1993-94 and onwards, under substituted section 48, the mode of computation of long-term 


capital gains, as stated above, has been ‘changed. Under.2nd proviso to substituted section 48, long-term (and not 
d imn 


Lom 


short-term) capital gains is to be worked out as under: ; І Нинэ. 
(a) Cost of acquisition X Cost Inflation Index of the year in which the asset is transferred + Cost Inflation 
Index of the year of acquisition or the year beginning on 1-4-1981, whichever is later; і 


(b) Cost of improvement X Cost Inflation Index of the усаг in which the asset crc : 


Inflation Index of the year of improvement to the asset. : T (ee? эзы oie #6 
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The “Соз Inflation Index” will be notified by the Central Government for every year starting from financial year 
1981-82 [vide clause (v) of the Explanation to substituted section 48]. Accordingly, the Central Government has notified 
“Cost Inflation Index" for the financial years 1981-82 to 1993-94 vide Notification No. S.O. 489(E), dated 5th July, 1993 
[204 ІТК (St) 49]. The text of the said notification is as under: : 

NOTIFICATION ON COST INFLATION INDEX 
[Notification No. 489(E), dated 5th July, 1993] 

In exercise of the powers conferred by clause (v) of the Explanation to section 48 of the Income-tax Act, 1961 (43 of 
1961), the Central Government, having regard to seventy-five per cent. of the average rise in the Consumer Price Index 
for urban non-manual employees, hereby specifies the Cost Inflation Index as mentioned in column (3) of the Table 
below for the financial year mentioned in the corresponding entry in column (2) of the said Table. 


Table 

S. No. Financial Year Cost Inflation Index S. No. Financial Year Cost Inflation Index 
(1) (2) (3) (1) (2) = (3) 

l. 1981-82 100 с 7. 1987-88 150 

2. 1982-83 109 8. . 1988-89 161 

3. 1983-84 116 9. 1989-90 172 

4. 1984-85 125 10. 1990-91 182 

5. 1985-86 133 11. 1991-92 199 

6. 1986-87 140 12. 1992-93 223 

7. 1987-88 150 13. 1993-94 244 


The cost of acquisition and/or cost of improvement as adjusted above and the expenses on transfer (i.e., stamp 
duty, legal fees, brokerage, etc.) will be deducted from the full value of consideration. The resultant figure will be 
long-term capital gains chargeable to tax under section 112 [Refer item 7 on page 134]. 

Illustration: Mr. A purchased 1,000 square yards of land at Rs. 100 per square yard in 1970 and sold the same at Rs. 400 
square yard in December, 1993. The fair market value of the said plot of land as on 1-4-1981 was Rs. 150 per square yard. ESSE 
incurred in connection with the sale on account of brokerage, etc. is Rs. 10,000. The long-term capital gain for assessment year 1994-95 
is to be computed as under: 

Sale price of 1,000 square yards @ Rs. 400 per square yard in 

Les: (1) Cost of acquisition in 1970: 1,000 Sq. yds. @ Rs. 100 per Sq. уд. сёй Rs. 1,00,000 


Fair market value as on 1-4-1981: 1,000 Sq. yds. @ Rs. 150 per Sq. yd. 9c Rs. 1,50,000 


Rs. 4,00,000 


Indexed cost of acquisition [Vide 2nd proviso to section 48]: 
Rs. 1,50,000 (being F.M.V. as on 1-4-1981) X 244 (being Cost Inflation Index 
of the financial year of sale i.c., 1993-94)? + 100 (being Cost Inflation Index of 
the financial year 1981-82)? ^t 3,66,000 
(2) Expenditure in connection with the sale 10,000 Rs. 3,76,000 
3 ~) , ? 


Rs. 
Renee . Rs. 
Long-term capital gain chargeable to tax u/s. 112(1)(a) (ii) [Refer item 7 on page 134] a Rs 24,000 
Note: The proviso to section 48(1)(a) provides a se i 
J parate method of computat i i 
short-term or long-term) arising from the transfer of capital asset being shares in Pics ed aun I WR аса 
held by non-resident Indian. For further details, refer sub-item (iii) on page 48 ; B unb 


~ The benefit as stated above has been extend -resi i 
NI een у шы TR = oe all non-residents under the Ist proviso to substituted section 48 


The provision of adjusted cost as stated hereinb i i : 
in respect of short-term capital gains. ereinbefore will not apply in the case of non-resident assessees and also 


(A) COST OF ACQUISITION AND COST OF IMPROVEMENT: 
as m (Sections 49, 51 & 55%) 1 

~ Where any capital asset was negotiated for transfer on any previ i 
advance money is received and retained, the cost of the asset is to be. reduced, Uum en DURER HUS if any 
or retained in computing the cost of acquisition. Refer section 51. pee vence moncyiso ved 

z Reter Noina No. 489(E), dt. 5-7-1993 above. 

. Wi ect fro assessment year 1995-96 and onwards, for the pu: i 
other ecu as 4 din ed in sesion 20) of the Securities Contracts Legion) Ace De eee Ro cdrom of a sharc or any 
and of t cq irther shares or financial assets, the same will be computed erred to as the financial asset); 
of this new clause (aa), refer Para 8.2(B) on page 37. Computed as per new clause (aa) to section 55(2). For gist 
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EXAMPLE (i): Mr. A negotiated with Mr. B to transfer his immovable property (other than residential house) and received 
Rs. 15,000 as an carnest money in 1987. Mr. B failed to pay the stipulated price fixed for the property on the due 
date. The amount of Rs. 15,000 was forfeited and retained by Mr. A. Mr. A sold the said property to another party in 
June, 1993 for Rs. 3,00,000. The cost of the property purchased in April, 1984 was Rs. 1,40,000. 


The long-term capital gain for assessment year 1994-95 is to bc worked out as under: 


Salc price of the property а 5 $i ы эра ES -- _ Rs. .3,00,000 . 
Less: Cost of acquisition: Property purchased in April, 1984 x se Rs. 1,40,000 І 
Less: Earnest money retained ve a3 Rs. 15,000 i 
Rs. 1,25,000 


Indexed cost of acquisition [Vide 2nd proviso to section 48]: à ^ | 
Кз. 1,25,000 (and not Rs. 1,40,000) x 244 (being Cost Inflation Index of the financial year of sale Р 2 
i.c., 1993-94)* + 125 (being Cost Inflation Index of the financial year of acquisition i.c., 1984-85)* Rs. 2,44,000 


Long-term capital gain chargeable to tax u/s. 112(1) (a) (ii) [Refer item 7 on page 134] .. Rs 56,000 


In thc above example, if the property was sold in June, 1991, the long-term capital gain for inclusion in the gross 
total income for assessment year 1992-93 will be as under: 


Sale price of the property ac 26 ac 56 Rs. 3,00,000 | 
Less: Cost of acquisition » Od MOT ZAO á5 Rs. 1,410,000 | 
Less: Earnest moncy retained эс vs Rs. 15,000 Rs. 1,25,000 


Long-term capital gain subject to deduction и/з. 48(2) ac 5d 
Less: Basic deduction óc +» © Rsi 05000 >° 
50% of balance Rs. 1,60,000 (Rs. 1,75,000 less Rs. 15,000) = У. .. "-Rs. - 80,0000 Rs. + 95,000 


Rs. 1,75,000 


Long-term capital gain for inclusion in the gross total income ГЕНИН 80000 


{ 
; 
| 
1 
i 
Where the capital asset became the property of the assessee before 1-4-19815, he'has the option of substituting the | 
fair market value as on 1-4-1981° in place of the original cost. Refer section 55(2) (5) (i). 


Further, the fair market value as on the specified date is to be increased by any expenditure of a capital nature for 
additions or alterations made on or after the specified date. Refer sections 48 & 55(1) (b) (2). ; | 


EXAMPLE (ii): Mr. A purchased 10,000 square yards of land at | Rupee per square yard іп 1963 and sold the same at Rs. 28 per 
square yard in December 1991. Expenditure incurred їп connection with the sale on account of brokerage, etc. is | 
Rs. 10,000. The fair market value of the said plot of land as on 1-4-1974 was Rs. 15 per square yard. | 
. For assessment year 1992-93, thc capital gains for inclusion in the gross total income is to be computed as under: | 
Sale price of 10,000 square yards @ Rs. 28 per sq. yd. od Be 26 so Rs.“ 2,80,000 
Less: Fair market value аз on 1-4-1974: 10,000 Sq. yds: х Rs. 15 per sq. yd- Rs. 1,50,000 BSR . 
Expenditure in connection with the sale Veniet es -. > .. Rs. 10,000 „Вз. 1,60,000 
| 


Long-term capital gain subject to deduction u/s. 48(2) "egeris c Rs. 1,20,000 

Less: Basic deduction ES + às 5 ac Ue Rs. 15,000 

50% of the balance Rs. 1,05,000 (Rs. 1,20,000 less Rs. 15,000) = =~. Rs. 52,500 Rs. 67,500 
= . "Rs 52,500 


Long-term capital gain for inclusion in the gross total income 


' It may be noted that for assessment year 1993-94 and onwards, the fair market value as on 1-41981 will be taken _ à 
er for adjustment under substituted section 48 and Cost Inflation Index of financial year 1981-82 only will f 


4. Refer Notification No. S.O. 489(E), dt. 5-7-1993 on page 122. 
5. Upto assessment усаг 1992-93, the option to substitute tait 


6. The deductions u/s. 48(2) is to be allowed after 
апа 54G [Explanation to section 53]. 
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t owned by the assessee means the last previous 


a 2 э 5 i ital asse 
Previous owner of the property" in relation to any cap ferred to in clauses (i) to (iv) of section 49(1) 


owner who acquired it by a mode of acquisition other than those re 
[Explanation to section 49(1)]. 

Where the shares or debentures in a company, received on conversion of bonds or debentures, debenture-stock or 
deposit certificates, are sold, the cost of acquisition of such shares or debentures will be the value extinguished out of the 
cost of bonds or debenture, debenture-stock or deposit certificates [Section 49(2A)]. 

In the case of transfer of asset between holding and subsidiary companics, capital gains may arise to transferor 
company under section 47A [Vide item 2(f) on page 120 and item 3(d) on page 121]. If such capital gains is computed in 
the hands of transferor company, then for computing the capital gains in the hands of transferee company (when it sells 
the said asset), cost to the previous owner (i.e. transferor company) will not be taken into account. Instead, the cost at 
which the asset was transferred by the transferor company will be taken as the cost of acquisition of transferee company 
[Section 49(3)]. 


Note: Equity share quotation for the purposes of substituting fair market valuc in respect of computation of "capital gains"— 
(a) as on 1-4-1981, in relation to assessment year 1993-94 and onwards, refer pp. 139-146. 
(b) as on 1-4-1974, in relation to assessment ycar 1987-88 to 1992-93, refer pp. 326-331 of L'T.R.R. 1991-92. 


(B) DEDUCTIONS FROM LONG-TERM CAPITAL GAINS: 
(Section 48) 
ASSESSMENT YEARS 1988-89 TO 1992-93: , 
The statutory deductions or concessions in respect of long-term capital gains are allowed under section 48. 
Section 48(2)* provides for deduction of 100% in all cases where the long-term capital gains do not exceed Rs. 15,000". 
Where it exceeds Rs. 15,000’, the rates of deductions will be as per chart given hereunder: 


Status of the assessee Rates of deductions in respect of long-term capital Rates of deductions in respect of long-term capital 
gains relating to buildings or lands, gold, bullion or gains relating to other capital assets : 
Jewellery A ; : 

Company а .. Rs. 15,000’ + 10% of the balance Rs. 15,000? + 3096? of the balance 


_ Other than company .. Rs. 15,000? + 50% of. the balance Rs. 15,000’ + 60% of the balance 


Where the long-term capital gains relate to avers mentioned in:columns 2 and 3 of the chart above, the initial 
deduction of Rs; 15,000’ shall first be allowed against the assets mentioned in column 2 of the chart above and the 
balance, if any, against the long-term capital gains relating to other capital assets [Vide:1st proviso to section 48(2)]. 


ECTS Is ches ae compulecry acquisition, the initial deduction of Rs. 15,000’ will' be restricted to total amount of 
s in relation to the initial compensation as well as additional compensation awarded i 
[Vide 2nd proviso to section 48 (2)]. penser ЫЧ subsequent year(s) 


Section 48(3) provides that the long-term capital loss will be reduced by the deductio ified i i 
that is, by the initial deduction of Rs. 15,000’ and on the balance at the maine as specified in ең noe 
chart above. T : 


= From assessment year 1993-94 and onwards, long-term capi i i ; 
and method discussed in item (4) on page 121. , ong сары gains will be computed in the manner 


(C) CAPITAL GAINS IN CASE OF COMPANIES: 


providing for the exemptions specified in sections 53, 54, 54B, 54D, 54E, 54F 
7. Upto assessment year 1991-92, initial deduction was Rs. 10,000. | 


FR SÉ pany”, and the long-t ital gain 
ction will be Rs. 15,000’ + 60% of the balance та и 
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DEPRECIABLE ASSETS 


5. Special provision for computation of capital gains in case of depreciable assets: . 


: $ (Section 50)... 
Capital gains in respect of dep 
method of computation are as under: ras ratte 
i (1) The capital asset is an asset forming part of a block of assets? i 
allowed; д 
(2) The capital asset is transferred during the 
assessment years; 
(3) The full value of the consideration received 
particular block of assets? exceeds the aggregate of the 
(а) expenditure incurred wholly and exclu 
(6) the written down value of the block of 
(c) the actual cost of any asset falling wit 
the excess so arrived at shall be deemed to be the capital gains arisin 


following amounts, namely— + 
sively in connection with such transfer; 


` Illustration: (1) Mr. Shah has the following depreciable block of assets; — 
Plant ‘A’ w.d.v. as on 1-4-1987 Vedan S 
Plant “В' w.d.v. as on 1-4-1987 


W.D.V. at the beginning of assessment year 1988-89 oc a 
Less: Depreciation @ 33.33% for assessment year 1998-89 on Rs. 9,00,000 
W.D.V. at the beginning of assessment year 1989-90 h DUEN TERT, 
Less: Depreciation @ 33.33% for assessment year. 1989-90 on Rs. 6,00,030 
W.D.V.at the beginning of assessment year 1990-91 зоча 
Less: Depreciation @ 33.33% for assessment year 1990-91 оп Rs. 4,00,040 
W.D.V. at the beginning of assessment year 1991-92 "S 
Less: Depreciation @ 33.33% for assessment year 1991-92 on Rs. 2,66,707 
W.D.V. at the beginning of assessment year 1992-93 sete ak 
Less: Depreciation @ 25% for assessment year 1992-93 on Rs. 1,77,814 · 


W.D.V. at the beginning of assessment year 1993-94 ob 
Less: Depreciation @ 25% for assessment year 1993-94 on Rs. 1,933,360 


W.D.V. at the beginning of assessment year 1994-95 
During the financial year ending on 31-3-1994 Mr. Shah: 


(a) acquires new plant ‘C’ for « aa 
(5) sells plant ‘A’ for 


W.D.V. of plants ‘A’ & ‘B’ at the beginning of assessment year 1994-95 
Add: Cost of new plant ‘C’ acquired during the previous year ending on 31-3-1994 


Less: Sale consideration of Plant ‘A’ for Rs. 15,00,000. As the sale consideration of Rs. 15,00,000 exceeds 
Rs. 4,00,020, the amount to be deducted is restricted to vs Ac i Hi oe oic 


W.D.V. for the financial year ending on 31-3-1994 у 


Computation of short-term capital gains: _ CEN S 
Saleproceedsofplant'A! .. ee te ш. з з з o 
Less: Deductions under section 50(1): i 


(i) Expenditure incurred in connection with transfer i sR x ? mon. 
(ii) W.D.V. of plant ‘A’ & ‘B? at the begin ning of; assessm ent year 1994-95 .. д» Ада ч 
(iii) Actual cost of plant 'C' acquired during the previous year ‚00, 


. Short-term capital gains... 


VE ores 
9. “Block of assets” means a group of assets falling within a class of assets, being buildings, machinery, plant os fuente ee ND: 


respect of which the same percentage of depreciation is prescribed [Section 2(11)]. 


. а ` С) е е h aL. f.. cial: 1» re 
10. Since the W.D.V. is nil, the question of claiming depreciation, in respect of this block of assets, iji us ancial year 


9n 31-3-1994 would not arise. ee Б» тей 
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assets at the beginning of the previous year; and 
hin the block of assets acquired during the previous year, 
g from the transfer of short-term capital assets. {з 


ЕР|РЕРЕ!РЕЕР 


. Rs. 15,00,000 


reciable asset is to be computed on the basis of block of assets. The conditions and 
n:respect of which depreciation has been 
previous year relevant to assessment year 1988-89 and subsequent 


ог accruing as а result of the transfer of the capital asset of a 


500,000 
4,00,000 1 


9,00,000 1 
. 9.99970 1 


6,00,030 (^ 
. 1,99,990 : | | 
400,040 1 1 
1,33,333 


2,66,707 
88,893 


* 
1,77,814 i 
{ 


44,454 
1,33,360 { 
33,340 { 

- 1,00,020 


ele er ee 


3,00,000 
15,00,000 


1,00,020 
._3,00,000 


4,00,020 
- 400,020 
NIL* 


Р Flere 


Rs. 40000. 
Rs. 10,89,980 


CAPITAL GAINS 126 
EXEMPTIONS 


as the following depreciable assets: 


[llustration: (2) Mr. Shah h 
block of assets consisting of plants ‘A’, ‘B’ & 


‘C’ as on 1-4-1993 UD. oo Rs. 15,00,000 


i value of 
С) a *D' acquired during the previous year ending on 31-3-1994 3: bo Rs. 5,00,000 
(с) plants ‘A’, ‘B’, Сапа 'D' transferred during the previous year ending on 31-3-1994 ос dc Rs. 25,00,000 
(d) Expenditure incurred in connection with the transfer ET s da D Rs. 50,000 
Computation of short-term capital gains: 
! ШУ Rs. 25,00,000 


Sale proceeds of plants АВ, С & 'D' [Refer (c)] 
Less: Deductions under section 50(2): 
(i) Expenditure incurred in connection with transfer Rs. 50,000 [Refer (d)] ^^ Rs. NIL" 
(ii) W.D.V. of plants ‘a’ & 'B' & ‘C'as on 1-4-1993 [Refer (а)] i Rs. 15,00,000 : 
(iii) Actual cost of plant ‘D’ acquired during the previous усаг [Refer (b)] ‘Rs, 5,00,000 Rs. 20,00,000 
Short-term capital gains = Rs. 5,00,000 


Note: No depreciation is allowable in the above illustrations in respect of this block of assets. If, in the above illustration (2), sale 
block) had been Rs. 19,00,000 instead of Rs. 25,00,000, then, short-term capital loss would be 


(of all the asset in relevant 
Rs. 1,00,000 (Rs. 20,00,000 less Rs. 19,00,000). [Refer Example No. 3 of Circular No. 469, dt. 23-9-1986. 162 ITR (St.) 30]. 


For assessment year 1993-94 and onwards, the provisions of adjusted cost will not apply to short-term capital 
gains as the said provisions applies to long-term capital gains only under substituted section 48 [Refer item(4) on page 


| 121]. 
i 6. Exemptions 
(A) CAPITAL GAINS ON RESIDENTIAL HOUSE”: | 
i (Section 53) | 
| Assessment years 1989-90 to 1992-93": | 
| Section 53 provides that where а residential house belonging to an individual or a Hindu undivided family (income from which is | 
chargeable under the head “Income from house property”") and held for more than three years is transferred, the long-term capital |! 


gain arising therefrom will be exempt, provided the full value of consideration does not exceed Rs. 2,00,000 and the assessce does not 
own on the date of transfer any other residential house other than residential house sold. | 


3 
i However, in cases where the consideration received or accruing exceeds Rs. 2,00,000, the exemption will bc allowed prop- 
ortionately under section 53(b) as per illustration given hereunder: | 
1 | 
- du s Assessment year 1992-93: | 
i l. Mr. А sold а residential house on 1-7-1991 for Rs. 400,000 | 
2. Mr.A had purchased the residential house in 1980 for : 5 as an a ác Rs. 50,000 | 
3. Мг. A purchased another residential house on 2-12-1991 for ws vs te Bo AG Rs. 1,25,000 | 
4. Mr. A invested in capital gains units of Unit Trust of India on 2-12-1991... ле 22 = Rs 40,000 
5. On l-7-1991, he did not own any residential house other than the house sold 3o I. 87 .— | 
| 
Long-term capital gain accrued on 1-7-1991 [Rs. 4,00,000 (Refer 1) Jess Rs. 50,000 (Refer 2)] fy Rs. 3,50,000 | 
Less: Exemptions under sections 53, 54 & 54E: | 
H (a) Exemption under section 53(b): | 
| Value of consideration Full value of | 
i exempt u/s. 53 Capital gain consideration | 
| Rs. 2,00,000 х  Rs.3,50000 + Rs. 4,400,000 = .. Rs. 1,75,000 
! (b) Exemption under section 54: 
i For purchase of another residential house on 2-12-1991 (Refer 3) s. Rs. 1,25,000 
H (c) Exemption under section 54E: ze 
H Capital gain Inv. in units N i i 
it et consideration 
i 8з31350,000 Ж шшш) ог Rs. 4,00,000 = Rs. 35000 Вз. 3,35,000 
| Long-termcapitalgain .. .. Ao 22 
Ht = Less: Basic deduction under section 48(2 fie олон? 77 з з Re 115000 
25 (2) (а) ac 55 ac 3^ oc то Rs. 15,000 


Long-term capital gain for inclusion in gross total income oo Rs. NIL 


——— 

ate = deduction ааа аре ресама іп е еи ent EC аго роса їп sub-section @) e 

capital n In other words, cree in connection with transfer is not deductible from the ie transfers uius computing the short-term 
Е, ааа уа ee an End ше «сарда Ше 25 is et available as the said section is omitted w.e.f. 1-4-1993. 

section 53. x . 538 issued u/s. 54 (Refer footnote No. 14 on page 127) would also apply !9 
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Where investment in new residential house or investment in units is less th i bove, i 
gain will be more than Rs. 15,000. In such cases, Mr. A is enti n GRAIG Gone sol the ba cane 


S х tled to deducti | i 
capital gain, he is entitled to deduction at the rate of 5096, uean oir Bas]5,000 ani in respec ot tee Барас сааш ое 


The exemption under section 53 will be allowable if the following conditions arc satisfied: 
(1) the residential house is held for morc than three years; 

(2) the assessee does not own any other residential house on the date of such transfer; and 
(3) the аззеззее is an individual or a Hindu undivided family. 


(B) PROFIT ON SALE OF PROPERTY USED FOR RESIDENCE: 
(Section 54) 
Where an assessee being an individual or a Hindu undivided family, transfers residential house (hereafter referred to as : 
the original asset), whether self-occupied or not, the income of which is chargeable under the head *Income from house | 


property”, the capital gain arising as a result of transfer or sale of such property will be fully exempt and will not be j 
included in the gross total income provided the following conditions are fulfilled: 


(1) the residential house (original asset) is held for-a period of more than three years; | 


(2). the assessee has purchased a residential house (hereafter referred to as the new asset) within a period of | | 
one year before or two years after the date of transfer or sale of original asset or has constructed" a residential 
house (new asset) within a period of three years after the date of transfer or sale of the original asset; ES 

| 


(3) where the amount of the capital gain is not appropriated or utilised for acquisition of the new asset i | 
before the due date of furnishing the return of income, it should be deposited by the assessee in an account with 
any specified bank or institution as explained in item (I) on page 132; 

(4) the cost of the new asset (residential house) equals or exceeds the amount of capital gain, 


Where the amount of capital gain is greater than the cost of new asset, the difference between the amount of 
capital gain and the cost of new asset will be chargeable as “long-term capital gain” of the previous year in which the 
original asset was sold. 


Where the new asset is sold within 3 years from the date of its purchase or construction, as the case may be, the 
cost of new asset is to be reduced by the amount of capital gain exempted from tax on the original asset and the difference 
between the sale price of such new asset and such reduced cost will be chargeable as short-term capital gain and treated as 
| the income of the previous year in which the new asset is sold. 


| Assessment year 1993-94 & onwards: 


| EXAMPLE (iii): Mr. A is the owner of a residential house which was purchased in April, 1984 for Rs. 1,25,000. He sold the said 
| residential house for Rs. 4,00,000 on 30-6-1993. The long term capital gain as а result of transfer for the assessment 
year 1994-95 will be аз under: 


Sale price of the residential house DE UL anch. mm 1 
Less: Cost of acquisition: Ы ` | 
Purchased in April, 1984 for OE OIN Aes Rte weno j 

$ 


Adjusted cost of acquisition under 2nd proviso to substituted section 
48 [Refer item (4) on page 121]: 


Rs. 1,25,000 (cost of acquisition) X 244 (Cost Inflation Index of the ; 
financial year of sale i.c., 1993-94) + 125 (Cost Inflation Index of the - 
119707 Rs. 2,44,000 


financial year of acquisition i.c., 1984-85) is 
item 7 on page 134] : oc Rs. 1,56,000 


14. An assessee shall be entitled to exemption even in respect of self-occupied residential house annual value of which is. nil under the head 
| "Income from house property" by virtue of section 23(2) read with section 24 [Refer Circular No, 538 Dt, 13th July, 1989 — 179 TTR (St) 93]. 


15. (a) The Board has clarified that “if the amount of capital gain for the purposes of section 54, and the net consideration for the purposes of 
section 54F, is appropriated towards purchase оГа plot (of land) and also towards construction of a residential house thereon, the aggregate cost 
should be considered for determining the quantum of deduction u/s. 54/54F, provided that the acquisition of plot and also the construction thereon 
are completed within the period specified in these sections” [Vide Circular No. 667, dt. 18-10-1993. 204 ITR (St) 103]. : ж» 


PONCII ж) бф, Ві 


| 

| 

| 

| 

| 

1 

| 

| Long-term capital gain chargeable to tax u/s. 112(1)(a)(ii) [Refer 
| SUME 
| 

| 

| 

| 


| (b) In,respect of flats allotted under the Self-financing Scheme of the Delhi Development Authority, the allottee gets title to the property on 
the issuance of the allotment letter, The Board has clarified that "in such an event, allotment of flats under the said scheme shall be treated as cases 
of construction for the purpose of section 54/54F" [vide Circular No. 471, dated 15-10-1986 162 ITR (St) 41]: 2 


i 
Ё 
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fter 1-7-1992 but before 30-6-1995% a residential house for Rs. 2,50,000, the long-term | 
(а) Ора) will not be chargeable u/s. 45 for the assessment year 1994-95. But the cost of the new | 
E Oen purchased shall be taken at Rs. 94,000 if the same is sold or transferred within 3 years from the date of | 


its purchasc. | 
identi i - fore. 29-6-1996'5 th 
} cts a residential house costing Rs. 2,50,000™ after 30-6-1993 but on or be сї 
P) Wi Deere capital gains of Rs. 1,56,000 is not chargeable u/s. 45 for the assessment ycar 1994-95. But the 
cost of the newly constructed property shall be taken at Rs. 94,000 if the same is sold or transferred within 3 years 
of its construction. E 
i i i . 1,50,000, then, th 
bove example, if the cost of construction or purchase of the new property 1s Rs. 1,50, , the 
S а сара! iin of Rs. 6,000 (Rs. 1,56,000 capital gain of old residential housc less Rs. 1,50,000 cost of new 
residential house) is chargeable u/s. 45 and income-tax thercon at the flat rate of 2096 is payable u/s. 112 for the 
assessment year 1994-95. ale | 
i i perty i ithin 3 y i i hase, as the case 
In this case, if the new property is sold within 3 years from the date of its construction or purchase, е 
д be, the whole xe of sale procceds will be treated as short-term capital gain and will be included in the 
gross total income of the year in which such new property is sold or transferred as its cost at the time of sale will | 
be taken to be nil in view of the exemption of capital gain of Rs. 1,50,000 already allowed. 


i rs from the date of purchase or the construction, as the | 
9 аы сн раа онну dr сс is to be taken to be the actual cost and for the | 
purpose of; determining; long-term capital gain arising on the salc, the provisions of adjusted cost would apply | 

[Refer item (4) on page 121). PRE 

(C). TRANSFER OF LAND USED FOR AGRICULTURAL PURPOSES: 
(Section 54B) ad 

Where the capital gain arises on or after 1-3-1970 from the transfer of agricultural land which was used by the 
assessec or his parent for agricultural purposes for a period of two years immediately preceding the date of transfer, the 
capital gain arising as a result of transfer or sale of such agricultural land is not to be charged u/s. 45 provided the 
following conditions are fulfilled: us | 
(i) The assessee has purchased any other land for being used for agricultural purposes within a period of 
two years after the date of transfer or sale; and d | 
(i) the cost of the land so purchased equals or exceeds the amount of capital gain. 


In cases where the amount of capital gain is greater than the cost of agricultural land so purchased, the difference: 
between the amount of capital gain and the cost of new agricultural land so purchased will be treated as capital gain’ 
relating to lands and buildings. If such new agricultural land is sold within a period of three years from the date of its 
purchase, the entire amount received as a result of sale or transfer will be treated as capital gain relating to lands and 
buildings. Ban 0d t КИЕ | 

In cases where the amount of “capital gains" is less than or equal to the cost of new agricultural land, such capital 
gain will not be chargeable u/s. 45. However, where such new agricultural land is sold or transferred within a period of 
three years from the date of its purchase, the cost of such new agricultural land is to be reduced by the amount of capital. 
gain which had been exempt from tax. ; | 


For computing capital gain and the cost of new asset, etc. under certain circumstances, please refer the method! 

and manner explained in example No. (ii) on page 127. 
> Where the amount of the capital gain is not utilised for acquisition of the new asset before the duc date ofi 
furnishing the return of income, it should be deposited by the assessee in an account with any specified bank or. 
institution as explained in item (1) on page 132. › : | 
(D) COMPULSORY ACQUISITION OF LANDS AND BUILDINGS'IN THE CASE OF PERSONS | 
OWNING INDUSTRIAL UNDERTAKING: | 

(Section 54D) 


. Section 54D provides relief from tax, in the case of persons owning industrial undertakings, in respect of E. 
gain arising on compulsory acquisition of any land or building used by them for the purposes of the business. This (ах) 
relief will be available only in cases where such compulsorily acquired land or building was used by the assessee for tbe 
purposes of the business of an industrial undertaking during the two years immediately preceding the date of compulsory! 
acquisition and the assessce purchases any other land or building or constructs any other building within three усаг 


from the date of compulsory acquisition for the purposes of shiftin ishi i i i | 
А ў i | рш 8, or re-establishing the said undertaking or setting UP 
another industrial undertaking. The capital gain, in such cases, will not be dr u/s. 45 to the erat it is utilise! 
for purchasing ог constructing the new asset. | 


i 


1 2 ome | ; ‚ Mr. A will have to deposit the ип i ili Е 
capital gain in an account with a ified тади пе unappropriated or unutilised amour 
Е zi т gain a ee онын ny specified bank or institution before the due date for furnishing the return of income u/s. 139(1). Fo 


16a. Refer footnote No. 15 on page 127. 
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In cases where the amount of capital gain exceeds the cost of purchase of the other land or construction of the 
other building, the excess will be chargeable as capital gain u/s. 45. However, where such new land or building is sold 
within a period of three years, its cost will be taken to be nil and the entire amount received as a result of sale or transfer 
will be treated as capital gain relating to lands ‘and buildings arising in the year of sale. 

In cases where the amount of capital gain is less than or equal to the purchase price or cost of construction (of new 
land and building), such capital gain will not be chargeable u/s. 45. However, as explained in example (iii) on page 127, 
where such new land or building is sold or transferred within a period of three years from the date of its purchase or 
construction, as the case may be, the cost of such land or building is to be reduced by the amount of capital gain which 
had been exempted from tax. : 

Where the amount of the capital gain is not utilised’ for acquisition of the new asset before the due date of 
furnishing the return of income, it should be deposited by the assessee in ап account with any specified bank or 
institution as explained in'item (I) on page 1327 i 4 

(Е) LONG-TERM CAPITAL GAIN ON TRANSFER OF CAPITAL ASSETS МОТ ТО BE CHARGED IN CERTAIN CASES: 
| (Section B4E): с. Я 

The exemption in respect of capital gains accruing or arising on transfer of a long-term capital asset before 
1-4-1992 (and not on or after 1-4-1992") will be available if the assessce invests or deposits within a period of six 
months" the whole or any part of the net consideration in any specified financial asset given hereunder by initially 
subscribing to the new asset. 


SPECIFIED FINANCIAL ASSETS: 


Under Explanation 1 to section 54E(1), the financial assets which qualify for exemption are as under: 
(1) бесш Ré the Central Government which that Government may, by notification in the Official Gazette, specify in 
this ail; 
(2) Capital Gains Unit Scheme, 1985, of the Unit Trust of India vide Notification No. С. S. R. 804 (E) dated 27-10-1983; 
(3) 7-ycar National Rural Development Bonds or National Rural Devclopment Bonds (Second Issue), 1983 vide Notifica- 
tion No. С. S. R. 504 (E) dated 21-6-1983; ! : 
(4) Such debentures issued by the Housing and Urban Development Corporation Limited, as the Central Government 
may, by notification, spccify in this behalf; 
(5) Such bonds issued by any public sector company, as the Central Government may, by notification in the Official 
Gazette, specify in this behalf”; Е 
(6) Such debenwures or bonds issued by the National Housing Bank, as thc Central Government тау, by notification in the 
Official Gazette, specify in this bchalf™. t 
It may be noted that: 
. (1). In order to qualify for exemption under section 54E, the following three conditions must be 
satisfied: а 

(a) The original capital asset other than share of a company must have been held for more than 
thirty-six months before the date of its transfer. The original capital asset, being a share held in a 
company must have been held for more than twelve months before the date of its transfer. 

(b) The net consideration (full value of the consideration as reduced by any expenditure incurred 
wholly and exclusively in connection with such transfer) is invested or deposited within six months from 
the date of its transfer in any of the specified financial assets listed above. 

It may be noted that where a long-term capital asset is converted into, stock-in-trade, the 
period of six months will be counted from the date of conversion and not from the date of sale of such 
converted capital asset [Vide Circular No. 560 dt. 18-5-1990. 184 ТТК (St.) 1]. d 

(c) The new asset (viz. investment or deposit in specified financial assets) is held for a period of 
not less than three years. : т 
(2) Ifthe long-term capital gain on transfer of capital asset is Rs. 15,000" or less during the year, then, 

even if the assessee does not make any investment or deposit in specified financial assets; such capital gain 
though includible in the gross total income is subject to deduction upto Rs. 15,000" for assessment year 
1992-93 under section 48(2). } | | 
17. However, where the assessec has received any amount by way of advance on or before 29-2-1992 and had ‘invested or 
deposited the whole or any part of such amount in any specified financial asset on or before 99-2-1992, the exemption u/s. 54E will be 
available, even if the transfer of long-term capital asset is after 31-3-1992 [Refer section 54E(1G). Also refer Para 35.11 of Circular No. 
636, dt: 31-8-1992 — 198, ITR (St.) 28]. H 1 a ns сд — 
18. If the assessec invests the carnest money ог the advance received in specified assets before the date of transfer of asset; the 
amount so invested will qualify for exemption u/s. 54E [Vide Circular No. 359, dt. 10-5-83. 143 ITR (St)2]. : ^ uda 
19. Notified bonds are (a) 3-ycar IDBI Capital Bonds issued by the Industrial Development Bank of India [Vide Notification 
No. S.O. 847, Dt. 13-4-1987. 172 ITR (St.) 2] and (b) 3-year HUDCO Capital Gains Debenturts issued by the Housing & Urban 
Development Corporation Ltd. [Vide Notification’ No. S.O. 2469, dt. 15-7-1987. 169 ITR (St.) 64]. E 
90. Bonds notified is NHB 996 Capital Bonds [Vidc Notification No. :S.O. 780 (E), dt. 11-10-1990. 186 ITR (St.) 7]. 
21. For assessment years 1988-89 to 1991-92, initial deduction was Rs. 10,000. 
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i ion i i iri f the specified financial assets, а 

l of the consideration is used in acquiring any о 1 finan T 

CU MR V Ee сарты gain will be exempt as explained in example No. (iv) given hereafter | 

Section 54E(1)(b)]. ; E 

| (4) Where the new asset (viz. investment or deposit in specified financial asset) is transferred, or 
nverted into money, within three years from the date of its acquisition, the exemption will stand forfeited 
a the amount of the capital gain arising on the transfer of the original asset not charged to tax will be 
deemed to be long-term capital gain of the previous year in which the new asset (viz. investment or deposit in 

specified financial asset) is transferred, as explained in example No. (iv) given hereafter [Section 54E(2)]. | 

i i ion i f such asset in any | 

the assessee invests the whole or part of the net consideration in respect o sset у | 
5 An E сга subsequently takes a loan or advance on the security of such new asset within three 
m from the date of its acquisition, the amount of capital gains originally exempted will be charged to tax 


as long-term capital gains of the previous year in which such loan or advance is taken [Explanation 2 to : 
section 54E(2)]. 

(6) Where, a capital gain arising from the transfer of a long-term capital asset has been charged to tax 
before the expiry of 6 months from the date of such transfer and the аззеззее has invested or deposited the 
sale proceeds in any of the specified financial assets within the time allowed under section 54E, then, such 
assessment will be rectified u/s. 155(10A) by excluding the capital gain not liable to tax. 


Upto assessment year 1992-93: 
EXAMPLE (iv): Mr. A wansfers shares of companies on 5-6-91 for a net consideration of Rs. 75,000. The shares were purchased by | 
| him оп 1-5-90 for Rs. 30,000. The capital gain on sale of such capital asset is Rs. 45,000. | 
(a) If Mr. A invests the net consideration of Rs. 75,000 in specified financial assets (Refer page 129) within six 
months from 5-6-91, the whole of the capital gain of Rs. 45,000 will be exempt from tax. 


(b) IfMr. A invests only Rs. 25,000 being part of the net consideration in specified financial assets (Refer page 129) 
within six months from 5-6-91, in that case only proportionate capital gain will be exempt as under: | 


Capital gain on Rs. 75,000 being the net consideration on sale is = n on ^d Rs. 45,000 | 
Less; Proportionate capital gain on Rs. 25,000 being the amount of investment made: | 
Capital gain Investment Net consideration 
Rs. 45,000 x Rs. 25,000 + Rs. 75,000 = Rs. 15,000 
Long-term capital gain subject to deduction u/s. 48(2) (b) (ii) (B) upto A.Y. 1992-93 БВ Rs. 30,000, 


(с) IfMr. A transfers or converts the said investment made in specified financial assets into money, the investment 
(investment being made on 4-10-91) before 3-10-94, say on 2-11-93, then, the exemption allowed under section 
54E will stand forfeited and the capital gain of Rs. 45,000 or Rs. 15,000, as the case may be, will be deemed to be 
long-term capital gain for the assessment year 1994-95. It may be noted that in the event of any gain or loss 
arising as a result of transfer of such specified financial asset, the same will be treated as short-term capital gain 
or short-term capital loss for the assessment year 1994-95. 


NOTES: | 
(1) The assessee has invested or deposited within a period of six months the whole or part of the net consideration їп | 
the specified financial asset by initially subscribing to such new asset, | 
(2) The assessee does not take any loan or advance on the security of such specified financial asset during a period of | 
3 years from the date on which investment in such specified financial asset is made, and 
(3) The new asset is held for a period of more than thirty-six months. } 

х The provisions of section 54E and sections 53, 54, 54B, 54D or 54F are not mutually exclusive. Therefore, it is | 
permissible to claim exemption in respect of capital gain arising from the transfer of a capital asset: | 
| (1) partly under section 54E (upto assessment year 1992-93), by investing or depositi e 
i] consideration in any of the specified financial Е АА ); Dy AVAE pr аеро а part of the p 

‚ (2) partly under any of the sections referred to above [viz. sections 53 (u to assessment у | 
e 3 DIA 1.5 ear 1992-93), 54 , 
54B, 54D or 54F] by utilizing the capital gains for acquiring a new asset referred to Шеш ү 2 > | 


n 1 
тоң 


(Е). LONG-TERM CAPITAL GAIN ON TRANSFER OF CERTAIN CAPITAL ASSETS N JE CHAI 

i - IN CASE OF INVESTMENT IN RESIDENTIAL HOUSE: — IN RAS CHARGED 
е long-term capital gain arising from the transfer of an i i enm i 

; E d y capital asset, not being a residential h will be 
exempt if the assessee has purchased identi ERES Б ец оозе 

куеп hereunder s purch or constructed a residential house subject do the fulfilment of | ай the conditions 


_ (i) the assessee is an individual or a Hindu undivided family; ч n bias | 
| 


(ii) the capital gain arises from th b iri г) 1 
original asset) the than a residential icr wee Any оцене capital asset (hereafter referred to as ded 
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(iii) within a period of one year before or two years after the date of transfer or sale of original asset, the 
assessee purchases a residential house or constructs? a residential house (hereafter referred to as the new asset) 
within three years after the date of transfer or sale of original asset; 


(iv) where the amount of the net consideration is not appropriated or utilised for acquisition of the new asset 
before the due date of furnishing the return of income, it should be deposited by the assessee in an account with 
any specified bank or institution as explained in item (I) on page 132. 


(v) the cost of purchase or construction of new asset is not less than the net consideration in respect of the | 
original asset; h | 


(vi) on the date of transfer of original asset, the assess 
(a) does not own any other residential house other than new asset, and 


(b) does not purchase within 2 years or constructs within 3 years after that date, any other residential 
house other than new asset. : 


If these conditions are satisfied, the capital gain arising on sale ог transfer of original asset will be wholly exempt. 


Where only a part of the net consideration is invested in the new asset (viz. residential house), then, only 
proportionate capital gain will be exempt as explained in example No. (v) given hereafter. 


After availing the exemption, the assessee— 


(i) has to retain the new asset (residential house) for a period of not less than 3 years from the date of 
„purchase or construction, and 


(ii) should not purchase any other residential house other than new asset for a period of 2 years from the 
date of transfer of original asset or.construct any other residential house other than new asset for a period of 3 
years from the date of transfer of original asset. 


If the above conditions are not satisfied, then, the capital gain originally: exempted on transfer of the original 
asset, shall be treated as long-term capital gain? of the previous year in which such new asset is sold or another 
residential house other than new asset is purchased or constructed, as the case may Бе. In other words, the exemption is 
not available to those who own or acquire more than one residential house within a period of two years or three years; as 
the case may be. This one house (residential) may be let out or self-occupied. 


EXAMPLE: (v) Mr. А transfers shares of companies (or any asset other than a residential house) on 5-6-1993 for a consideration of | 
Rs. 7,80,000. The shares were purchased on 1-6-1987 for Rs. 1,50,000. 
(1) Net consideration on sale is Rs. 7,50,000 [Rs. 7,80,000 less Rs. 30,000 (expenses exclusively on transfer)]. 
(2) Capital gain on sale is Rs. 5,06,000 [Rs. 7,50,000 (net consideration) less Rs. 2,44,000 (indexed cost of 
acquisition™)]. З 
(а) Mr. A purchases for Ёз. 7,50,000 a residential house after 5-6-1992 but before 5-6-19952. The whole 
long-term capital gain of Rs. 5,06,000 will be exempt, provided Mr. А does not own any other residential 


house on 5-6-1993 or purchase another residential house before 5-6-1995 or Mr. A does not construct any 
other residential house before 5-6-1996. ; 


(b) In the above case, if the investment in the residential house (by purchase or construction, as the case may be) 
is only Rs. 3,75,000, only proportionate capital gain will be exempt as under: 


Capital gain on net consideration of Rs. 7,50,000 [Refer (2)] ŻE, -. Rs. 5,06,000 
Less: ‘Exemption under section 54F: эй у 


Capital gain Investment in residential house Net consideration " s : 
Rs. 5,06,000° x ‚Ез. 3,75,000 + Rs. 7,50,000 Rs. 2,53,000 


Long-term capital gain chargeable to tax u/s. 112(1)(a)(ii) [Refer ien 7 оп page 134] Ез. 2,53,000 


22. Refer footnote No. 15 оп. page 127. 


_ 93. In such a case, where the long-term capital gain is chargeable to tax, then, initial deduction of: (1) Rs. 10,000 upto 
assessment year 1991-92, & (2) Rs. 15,000 for assessment year 1992-93, u/s. 48(1)(b) will not be admissible [Explanation to section 
5«F(4)]. e | spite: ida 

94. Adjusted cost of acquisition is arrived at as under: — ' X e рЫ г. E 
Rs. 1,50,000 (cost of acquisition) X 244 [being Cost Inflation Index of the financial year of sale i.e., 1993-94 (refer Notification’ 
on page 122)] + 150 [being Cost Inflation Index of the financial year of acquisition i.c., 1987-88 (refer Notification on page 122) = 
Rs. 2,44,000. iced > ч 

: 25. If the amount of net consideration is not appropriated or utilised for acquisition of a residential house before the due date of = 
furnishing return of income for the assessment year 1994-95, Mr. А will have to deposit the unappropriated or unutilised amounto met = 
consideration in an account with any specified bank or institution before the duc date for furnishing the return of income 0/3: 1390): — 
For details, refer item (I) on page 132. vet a RE 
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t another residential house before 5-6-1995 or constructs onc before 5-6-1996, then als 
ОА em capital gain of Rs. 506000 or Rs. 2,5,000 which was exempted earlier will be charged to taxa 
long-term capital gain of the assessment year in which the second residential house was purchased о 


romanae dto the new residential house (say, purchased or constructed on 4-5-1994) before 3-5-1997, зау 
on 1-11-1995, then the long-term capital gain of Rs. 5,06,000 or Rs. 2,953,000 which was exempted earlier wil 
be deemed to be long-term capital gain of assessment ycar 1996-97 (that is, in the year of'sale of the ne, 
asset). 
EXAMPLE: (vi) І. Mr. i sells shares & securities on 2-9-1993 for net consideration of 
(on 2-9-1993, he was not owning any other residential house). 
2. Mr. A had purchased these shares and securities in April, 1981 for dc 
3. Long-term capital gain accrued on 2-9-1993 (Rs. 5,00,000 less Rs. 2,44,000*) 
4. Мг. А purchased residential house on 2-12-1993 for oc ac 


(d 


bm 


Long-term capital gain in respect of transfer of shares and securities (Refer 3) 
Less: Exemption u/s. 54F for purchase of residential house (Refer 4): : 
Purchase of residential house Rs. 3,75,000Xcapital gain Rs. 2,56,000-- Net consid- 

eration Rs. 5,00,000 Vs 5: us So 


Long-term capital gain chargeable to tax u/s. 112(1)(a)(ii) [Refer item 7 on page 134] 


, (С) CAPITAL GAINS ON SHIFTING OF INDUST. RIAL UNDERTAKINGS FROM URBAN AREAS: 
i ^ (Section 54G) 

Section 54G provides that any capital gain whether short-term or long-term arising on transfer of machinery, 
plant, building or land used for the purposes of the business of an industrial undertaking due to such undertaking 
shifting from urban to non-urban area, is exempt to the extent such gain is utilised, within à period of one year before ar 

i three years after the date of transfer for the purchase of new machinery or plant or acquiring land or building or 
! constructing building or for the expenses incurred on such other purposes as may be specified in a scheme to; be framed 
by the Central Government. T | 

Where the amount of capital gain is not appropriated or utilised for purchase of new asset before the due date d 

$ furnishing the return of income, then the amount of gains has to be deposited in the deposit scheme as explained in item 
3 (I) hereafter. i Ё 


(Н) EXTENSION OF TIME FOR ACQUIRING NEW ASSET OR DEPOSITING OR INVESTING AMOUNT OF CAPITAL GAIN 
| IN COMPULSORY ACQUISITION CASES: 
T (Section 54H w.e.f. 1-10-1991) 


In cases of compulsory acquisition, capital gain is assessable in the year in which compensation is first received 

[Refer item 2(d) on page 120]. Section 54H provides for extension of time for acquiring new asset or making investment 
prescribed under sections 54, 54В, 54D, 54E (upto 31-3-1992) & 54F in such cases. The various time limits will b 
od Cotes KE of геры of once It has also been provided that where the compensation is received 
ore and the prescribed time limit under the respective sections has already expired, then, the said period(s) 
will stand extended upto 31-12-1991. HE en, the aoid per 


(I) SCHEME FOR DEPOSITS TO AVAIL EXEMPTION FROM CAPITAL GAINS: | 

___ For availing exemption under sections 54, 54B, 54D, 54F & 54G from capital gain, where the amount of capital 
gain or the net consideration, as the case may be, is not appropriated or utilised by the assessee for acquisition of the пек! 
asset peers the date a furnishing the return of arae it shall be deposited by him on or before the due date o 
furnis ng the return of income, in an account with any specified bank or institution and utilised in accordance with tht 
Capital Gains Accounts Scheme, 1988 framed by the Central Government in this regard. Such return shall bti 
accompanied by proof of such deposit. The amount already utilised in purchase or construction of the new asset together | 
with the amount of deposit shall be deemed to be the amount utilised for the acquisition of the new asset. The amount 
deposited Дә, H E nom within the time specified for the acquisition o ' 
, 54D, - Ifthe amount deposited is not utilised wholly, the capital gain wi i in 

: e : П f gain will be brought to t the year! 
d he кеча Вато ріс and if only part a the deposit is utilised, the capital gain relatable ete ЖОШ | 
icr .D | е year in whi е specified period expires. Further in such ment 
year 1992-93, exemption under section 53 (in respect of residential house referred to in section 34) and/or inital 


deduction of Rs. 15,000” und ti i issi A ; 
rye emm Б de. ко on 48 will not be admissible and the assessee will Бе entitled to withdraw the deposit 
a шш "огыз? | 


26. Adjusted cost of acquisition is arrived at as under: пай. 


Rs. 1,00,000 (cost of acquisition) х 244 [being Cost Inflation Ind i i 
z 122)] + 100 [being Cast Тайап 1 ndex of the financial year of sale i.c., 1993-94 (refer Notifica% 
т [being tion Index of the financial year of acquisition i.c., 1981-82 (refer Noden on page 122)] * 


27. For assessment years 1988-89 to 1991-99. the initi ion w 
“deduction is Re, Nil з the initial deduction was Ёз. 10,000. From assessment year 1993-94 and onwal™ 


^ 


f new asset under respective sections i.c. 2%! 
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IMPORTANT FEATURES OF CAPITAL GAINS ACCOUNTS SCHEME: 
[Notification No. G.S.R. 724(E), dt. 22nd June, 1988. Refer 172 I.T.R. (5) 54] 

1. Under the Capital Gains Accounts Scheme, 1988, “depositor” is defined to mean an assessee who is eligible 
to make a deposit under sections 54, 54B, 54D, 54F or 54G of the Income-tax Act, 1961 [Paragraph 2(f)]. 

2. “Deposit Office” means the bank notified by the Central Government to receive deposit and maintain 
accoun! о Sy T n [Paragraph 2(e)]. For notified bank, refer Notification No. G.S.R. 725(E), dt. 22nd June, 1988. 
172 I.T.R. (St.) 74. 

3. Every depositor who is desirous of opening account(s) for the first time, shall apply to the deposit office in 
Form А in duplicate together with the amount of deposit to be paid either in cash or by crossed cheque or by draft. Such 
deposit can be made in one lump sum or in instalments at any time on or before the due date of furnishing the return of 
income. For availing benefit of exemption from capital gains under more than one section, depositor has to make 
separate applications for opening accounts under each of such sections. There are two types of deposit accounts (1) 
“Deposit account-A” in the form of ‘savings deposit’, and (2) “Deposit account-B" in the form of ‘term deposit’ with an 
option to keep the deposit as cumulative or non-cumulative. A depositor has an option to open any of these accounts or 
both. Nomination in respect of an account can be made by the depositor, who is an individual, in Form E. For the 
deposit under account-A, deposit office will issue passbook. For the deposit under account-B, deposit office will issue a 
deposit receipt [Paragraphs 4, 5 & 11]. 

4. For the deposit made under account-A, interest at the rate specified by the Reserve Bank of India will be 
allowed for each calendar month on the lowest balance between the close of 10th day and end of the month and credited 
to the account at the end of each half-year. For the deposit made under account-B, interest at the rate specified by the 
Reserve Bank of India will be allowed [Paragraph 8]. ; 

5. A depositor having a deposit in account-B can convert the said account into account-A by applying in Form 
B. Account can Бе transferred from one branch to another branch of the same bank [Paragraph 7]. 

6. Application in Form C has to be made in respect of first withdrawal from account-A and for subsequent 
withdrawals from the said account in Form D in duplicate stating therein the manner and extent of utilisation of the 
amount of immediately preceding withdrawal. The amount so withdrawn has to be utilised by the depositor, within 60 
days from the date of withdrawal, for the purposes specified in sub-section (1) of section 54 or 54B or 54D or 54F or 54G. 
The amount which has not been so utilised is to be re-deposited in account-A immediately thereafter. In the same 
manner withdrawal from account-B will also be allowed provided depositor has converted the said account into 
account-A in the manner explained in 5 [Paragraphs 9 & 10]. 

. .7. For closure of account, an application has to be made, with the approval of the Assessing Officer, to the 
deposit office in Form С. In the same manner, nominee or legal heir also can close the account of the deceased depositor 
by applying in Form H [Paragraph 13]. 

EXAMPLE (vii): Mr. A is the owner of тоге than onc residential houses. He transfers one of the residential house for a 
consideration of Rs. 8,00,000 on 1-2-1994 which he had purchased in April, 1981 for Rs. 2,00,000. Upto 1-6-1994 he spent Rs. 2,00,000 
on the construction” of a new residential house which could not be completed before 30-6-1994 being the due date for filing return of 
income for the assessment year 1994-95 in his case. On 15-6-1994 he deposited Rs. 1,00,000 in a specified bank under the Capital Gains 
Accounts Scheme notified by the Central Government. The exemption under section 54 and computation of capital gains will be as 
under: ; 

Long-term capital gains on sale of a residential house on 1-2-1994: 

* Sale proceeds of a residential house ~. T" o л 55 Rs. 8,00,000 
Less: Cost of acquisition óc Ее эс ae ae Rs. 2,00,000 


Adjusted cost of acquisition: 

Rs. 2,00,000 (cost of acquisition) X 244 (being Cost Inflation Index of the 

financial year of sale i.c., 1993-94?) + 100 (being Cost Inflation Index of the à х 

financial year of acquisition i.e., 1981-825) i; Rs. 2,00,000 x 244+ 100 Rs. 4,88,000 Rs. 3,12,000 


Less: Exemption under section 54: 
(1) Amount spent on construction upto 1-6-1994 Es gu e.c. Rs. 2,00,000 
(2) Amount deposited in specified bank under the scheme on 15-6-1994? — .. Rs. 1,00,000 Вз. 3,00,000 


Long-term capital gains chargeable to tax u/s. 112(1)(a)(ii) [Refer item 7 on page 134] .. .. Rs. 12,000 


If, Mr. A had deposited Rs. 1,12,000 instead of Rs. 1,00,000, the long-term capital gains would have been nil as explained 
hereunder: i à 
Long-term capital gains on sale of a residential house on 1-2-1994 .. E t as NS .. Rs. 3,12,000 
Less: Exemption under section 54: 

(1) Amount spent on construction upto 1-6-1994 eerste се ec .. _ Rs. 2,00,000 eo 
(2) Amount deposited in specified bank under the scheme on 15-6-1994* .. Вз. 112,000 Rs. 3,12,000 


Long-term capital gains chargeable to income-tax pae ere pie nO sos NBI 


98. Refer footnote No. 15(а) on page 127. 
29. Refer Notification No. S.O. 489(E), dt. 5-7-1993 on page 122. 


30. The return of income for the assessment усаг 1994-95 shall be accompanied by the proof of such deposit. | "2d / bos fO a 
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7. Tax on long-term capital gains: 
[Section 112] 
Assessment year 1993-94 and onwards: 

i -93. long-term capital gain, as reduced by deductions u/s. 48(2) [Refer item 4(B)on ' 
page wipes ed e EA ume dena allowing deduction under Chapter VIA, the taxable income jg 
subjected to tax at the rates specified in the annual Finance Acts. Thereafter, tax rebates under Chapter VIILA i 
allowed and tax payable is determined. | 

From assessment year 1993-94 and onwards, where the total (taxable) income includes long-term capital gains, | 
income-tax will be levied on taxable income as reduced by long-term capital gains at the rates specified in the annual 
Finance Act. The long-term capital gain [and not short-term] will be subjected to flat rate of income-tax under newly 
inserted section 112. The flat rates of income-tax are: ‘ 

(A) FOR ASSESSMENT YEARS 1993-94 & 1994-95: 
Flat rate of I.T. on long-term capital gains 


S.No. Status of the assessee : | 
1. Individuals & HUFs “6 ec zs @ 20%"! | 
2. = Company ES ae ds @ 40%?! | 
3. Other than 1 & 2 above i.c. firm, AOP/BOI, ctc. is кә v © 3096?! | 
(B) FROM ASSESSMENT YEAR 1995-96 AND ONWARDS: 

l. Resident individuals & HUFs ч =e ^n @ 20% 

2. Domestic company ^ то ‚ @ 30% 

3. Resident other than (1) & (2) above i.e. firm, AOP/BOI, etc. 4 (9 30% 

4. Non-residents (not being а company) or a foreign company .. as @ 20% 


In the case of individuals & Hindu undivided families where the taxable income as reduced by long-term capital ` 
gain, is below the basic exemption limit, the long-term capital gain will be reduced to the extent of the short fall and only 
the balance long-term capital gain will be subjected to the flat rate of income-tax [Refer example (ix) hereafter]. 

The deduction under Chapter VIA will be on gross total income as reduced by the long-term capital gain. In | 
other words, such reduced gross total income will be deemed to be the gross total income of the assessee for the purposes | 
of deductions under Chapter VIA [Section 112(2)]. : i 


The tax rebate u/s. 88 will be on total (taxable) income as reduced by long-term capital gain. In other words , tax 
rebate u/s. 88 will be allowed from income-tax computed on such reduced total (taxable) income [Section 112(3)]. 


EXAMPLE (viii): For assessment year 1994-95, gross total income of Mr. A is Rs..1,40,000 which includes | 
long-term capital gain of Rs. 50,000, short-term capital gain of Rs. 10,000 and interest from banks Rs. 11,000. Medical 
insurance premia paid is Rs. 5,000. He has invested Rs. 60,000 in specified savings which qualifies for rebate of 
(deduction from) income-tax u/s. 88. The computation of taxable income and tax thereon is as under: ` | 

Computation of taxable income: 

Gross total income inclusive of capital gains ae ES 5. % 5 - Rs. 1,40,000 

Less: Long-term (and not short-term) capital gain [which is liable at special rate u/s. 112] |.. Rs, 50000 | 


Gross total income as reduced by long-term capital gai 
gain + Se do 
Less: Deductions under Chapter VIA: i mec 
(a) Medical insurance premia paid Rs. 5,000: : 
uction u/s. 80D: As the premia does not exceed Rs. ; 
of the premia paid Rs. 5,000 .. .. оо. ы ee Rs. 5,000 
(b) Interest from banks Rs. 11,000: i aus 


Deduction u/s. 80L: Maximum deduction u/s, 80L(1) restricted to Rs. 10,000 Rs. 15,000 


Taxable income (other than long-term capital gain) 


Add: Long-term capital gain m Б: re | 
Taxable income inclusive of long-term capital gain (3) m 1 EET, 
GS ‚1,45, 


total (taxable) income inclusive of long-term capital gai 5 ill be taken into account, if the | 
Rs. 1,00,000, in the case of MEE GEARS ED POR (a) for assessment years 1993-94 & 1994-95, 


l and (b) for assessment year 1993-94 and onwards, | 
32. Long-term capital gain arising to *venture capi 3 
capital undertakings’ will be subjected to flat rate of Li. Q2 [E me SU 


company’ and “Venture capital undertakings’ is defined under the chee Som ШОП. ше а 


anasi Collection. Digitized by eGangotri 


135 CAPITAL GAINS 
TAX ON LONG-TERM 


Computation of tax: 
(A) Income-tax (and not S.C. on І.Т.) chargeable on taxable income [other than 
long-term capital gain] Rs. 75,000 [Refer (1)] А 56 o сс Rs. 11,500 
Less: Rebate of (deduction from) i income-tax (only) u/s. 88: 
Investment in specified savings Rs. 60,000: 
Deduction @ 20% of Rs. 60,000 u/s. 88(1) Rs. 12,000. Amount of deduction 
u/s. 88 restricted u/s. 87(2) to Rs. 11,500 being the amount of income-tax 
chargeable on Rs. 75,000 taxable income (other than pa capital 


| gai). >. 30 3e E: ag д T sc Rs. 11,500 
Income-tax on taxable income (other than long-term capital gain) 55 3c Rs. Nil Rs. Nil 
(В) Income-tax @ flat rate of 20% on long-term capital gain Rs: 50,000 (Refer (2)] u/s. 112(1)(a)(ii) Rs. 10,000 
Income-tax payable 25 Rs. 10,000 
| Add: Surcharge @ 12% on incomc-tax Rs. 10,000 as taxable it income inclusive of long-term capital gain 
| exceeds Rs. 1,00,000 [Refer (3)] Se ae oe Rs. 1,200 
| Income-tax and S.C. on I.T. payable on taxable income of Rs. 1,25,000 or 25 Rs 


. 11,200 
Note: Deduction under Chapter VIA will bc on gross total income as дахй by long-term capital gain [Section 112(2)]. The 
tax rebate u/s. 88 will be on taxable income as reduced by long-term capital gain (Section 112(3)]. 


EXAMPLE (ix): For assessment year 1994-95, total income of Mr. A is Rs. 35,000 which includes long-term capital gain of 
Rs. 15,000. 


Total income [inclusive of long-term =н gu) Rs. 15, S0 : c Rs. 35,000 

Less: Long-term capital gain > Fe Rs. 15,000 

Total income as reduced by long-term capital gain :- Е : - — Rs. - 20,000 

Basic exemption limit for assessment year 1994-95 : з 3 Rs. . 30,000 

i] Long-term capital gain = Se х Rs. 15,000 
| Less: Short fall [Rs. 30,000 (basic exemption limit) less Rs. 20, 000 (other income)] E : Rs. 10,000 
A Long-term capital gain chargeable to income-tax [Vide proviso to section 112(1)(a)] 5 Rs. 5,000 
Income-tax on long-term capital gain Rs. 5,000 @ 20% Wem түз «s Rs. 1,000 


In this example, if the total income consisted only of long-term capital gain of Rs. 35,000, then also only Rs. 5,000 will be 
| subjected to income-tax at the flat rate of 20%, after allowing basic exemption of Rs. 30,000. 
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MARKET QUOTATION OF GOLD, SILVER AND UNITS: 
FOR ASSESSMENT YEAR UPTO ASSESSMENT YEAR 
1993-94 & ONWARDS 1992-93 | 
Rate аз on 1-4-1981 Rate as on 1-4-1974 | 
Im Nort ee 
Gold Standard 24 Carats! Rs. 1,670.00? for 10 grams Rs. 506.00? for 10 grams ! 
Silver 9990 Touch’ Rs. 2,715.00 for 1 Kg. Rs. 1,260.00 for 1 Kg. | 
Units of Unit Trust of India 1964 Rs. . 12.10 for 1 unit Rs. 10.75 for 1 unit | 
Unit Linked Insurance Plan Rs. 11.25 for ] unit — | 


NOTES: |. The quotation of cquity shares— 
(a) as on 1-4-1981 in respect of assessment year 1993-94 and onwards is given on pp:-139-146 of this I.T.R.R.; 
(b) as on 1-4-1974 in respect of assessment усаг 1992-93 and earlier years is given on pp. 326-331 of I.T.R.R. 
1991-92 (53rd Year of Publication). 
2. In cases where bonus shares or right shares are issued: 
(a) prior to 1-4-1981 or thereafter, refer examples given hereunder for computation of long-term capital gains in 
relation to assessment year 1993-94 and subsequent years; 


(b) prior to 1-4-1974 or thereafter, for examples for computation of long-term capital gains upto assessment year 
1992-93, refer рр. 126-128 of I.T.R.R. 1992-93 [54th Year of Publication]. 


Deemed Cost for the purposes of “Capital Gains" 
Assessment year 1994-95: 
Example 
In respect of right of substitution of the fair market value as on 1-4-1981: 


Under section 55(2), where the capital asset became the property of the assessce before the Ist day of April, 1981, the assessce [ 
has the option of substituting the fair market value as on the 1-4-1981, in place of the original cost for the purposes of “Capital gains”. 


EXAMPLE: It is assumed that Mr. A sold the following shares on 20th July, 1993. 


Market value Sale price Difference 
аз on received on bet 

Name of the Co. Purchased on Cost price 1-4-81 20th July, cost price @ 
| EC uu dm 1993 Sale price 
| o. Lid. . an ae -70 Rs. 30,000 Rs. 60,000 Rs. 1,50,000 Rs. 1,2 
| С ЕС ото Ra "10000 к; 90,000" " Ri" 60000 "Rf "zum 
| К ak unas. NOS, Rr 1730. в. 2500 к. 3000 Rs 1000 
| Total  .. ds Rs. 57,200 Rs. 2,410,000 Вз. 1,82,800 
| In the above example "Capital gains" is to be computed as under: 
| Market value Indexed Long-term 
| Sale Cost of as on cost of ca ital, ains 
| Мате of the Со. Proceeds Shares 1-4-1981 acquisition Ma les 4) 
| 1 2 3 4 5 


20-7-1993. 


Co. Lid. «=. eyed Rs. 1,50,000 — Rs. 60,000: 


ЕВУ — Rs. 920000 Rs. 48 І 
Соё — .. .. 1] Rs 3000 кз 17206 к= TR SORE S 


Total  .. 3€ 
о Кз. 2,40,000 Rs. 219600 Rs. 20,400 


The long-term capital gains of Rs. 20,400 is chargeable to tax under section 112(1) [For detail 


Neen eee 5, refer item 7 on page 134]. 


t none of the above companies has issued either bonus shares or right shares from 1-4-1981 to 


6. As the shares are purchased after 1-4-1981, Mr. A is not 


7. Indexed cost of acquisition is Rs. 24,400 [Rs, 17,200 quieter Substitute the market value as on 1-4-1981. 


year of sale ie, 1993-98) +172" (being Cost Inflation Index of the fate nee <2" (being Cost Inflation Index of the financial 
8. For notification on Cost Inflation Index, refer page 122, 


financial year of acquisition i.e., 1989-90)]. 
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BONUS SHARES 

EXAMPLE (i): Mr. A's investment portfolio of shares of Messrs. B & Co. Ltd. is as under: 
| Date No. of Shares Rate per share Total cost Remarks Average cost 

30-6-1970 .. .. 5 100 Вз. 300 Кз. 30,000 Actual purchase Rs. 300 
! 30-9-1978 .. es es 50 — — Bonus.in ratio of 1:2 
| —=—— —————— 
| 150 Rs. 30,000 Rs. 200 
| 1-12-1987 ... .. zs 150 — — Bonus in ratio of 1:1 

Total v. 300 Rs. 30,000 Rs. 100 


Mr. A sold these 300 shares on 30-6-1993 @ Rs. 425 per share. 
Total sale price of 300 shares @ Rs. 425 per share .. Ve 34 eh x Бе as vs es Rs. 1,27,500 
Less: Cost price of 300 shares ac = ác ac S со sc E + ES 3 Rs. 30,000 


Profit on sale of 300 shares ac. Rs. 97,500 


COMPUTATION OF LONG-TERM CAPITAL GAINS: 


Sale procecds of 300 shares @ Rs. 425 per share cn 52 ón ae ae "d e S Rs. 1,27,500 
Less: Indexed cost of acquisition as computed hereafter .. na o 5o hy ae ad ЕА Rs. 1,15,900 


Long-term capital gains ES 2: Rs. 11,600 


The long-term capital gains of Rs. 11,600 is chargeable to tax u/s. 112(1) [For details, refer item 7 on page 134]. 
COMPUTATION OF INDEXED COST OF ACQUISITION: 


A 1. Actual cost of 300 shares эс сс on GE so a ac a 5c 5 -- Rs. 30,000 
2. The average cost per share [Rs. 30,000 (cost) +300 (shares)] Rs. 100 
3. Fair market value (FMV) per share as on 1-4-1981 v. B3 “ie S x ac 28 Rs. 250 
Indexed cost of acquisition [Vide 2nd proviso to section 48]: 
(a) 100 shares [Purchase lot (30-6-1970)]: 
As the shares have been purchased prior to 1-4-1981, the average cost is to be substi- 
tuted by thc FMV as on 1-4-1981— 
ЕМУ as on 1-4-1981 of 100 shares @ Rs. 250 per share [Refer 3] 5p .. Rs. 25,000 
Indexed cost of acquisition Rs. 25,000 (FMV) X244? (being Cost Inflation Index (СП) : : 
of the financial усаг of sale i.c, 1993-94) --100? (being CII of the financial year 
1981-82)]. o ss SE 56 з 25 = we 3s = Rs. 61,000 
| (b). 50 bonus shares [Bonus lot 30-9-1978]: 
f Since bonus shares have been allotted prior to 1-4-1981, the FMV of such bonus shares 
| as оп that даге is required to be considered— 
Ё ЕМУ аз on 1-4-1981 of 50 bonus shares @ Rs. 250 per share [Refer 3] 5n A Rs. 12,500 
| ; = 
ў Indexed cost of acquisition: Ёз. 12,500 (FMV)X244? (being CII of the financial year of 
sale i.c., 1993-94)-- 100? (being CII of the financial year 1981-82) ac x. ; Rs. 30,500 
(c) 150 bonus shares [Bonus lot (1-12-1987)]: 
Since bonus shares have been allotted after 1-4-1981, the Average cost of such bonus 
shares is required to be considered— À 
Average cost of 150 bonus shares @ Rs. 100 per share [Refer 2] + e Rs. . 15,000 
Indexed cost of acquisition: Rs. 15,000 (average cost) X244* (being СП of the financial 
year of salc i.e., 1993-94) +150° (being CII of the financial year 1987-88) Ss = Вз. 24,400 > 


Indexed cost of acquisition of 300 shares е .. T 


9. For notification on Cost Inflation Index (ОП), refer page 122. 
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CAPITAL GAINS 138 
EXAMPLES 


EXAMPLE (ii): Mr. A sells shares of Messrs. А & Co. Ltd., details whereof arc as under: 


(1) On 1-8-1977, purchased 400 shares @ Rs. 100 per share. 
А (2) On 31-12-1980, allotted 600 bonus shares. 
Г (8) Аз оп 1-4-1981, the fair market value of the share is Rs. 150 per share. 


(4) On 2-9-1993, sold 500 shares at the rate of Rs. 410 per share. | 
Sale proceeds of 500 shares @ Rs. 410 per share : ez 36 =» 55 Rs. 2,05,000 
pe : 

Actual cost of 400 shares @ Rs. 100 per share .. 3t ag oc Rs. 40,000 


As the shares have been purchased before 1-4-1981, the cost is to be 
substituted by the fair market value as on 1-4-1981: 


Fair market value as on 1-4-1981 of 400 shares @ Rs. 150 per share ác Rs. 60,000 


Since bonus shares have been allotted prior to 1-4-1981, the fair market s of 05 
bonus shares as on that date is required to be considered: 


Bonus shares 600 X Rs. 150 per share fair market value — .. 26 s are Rs. 90,000 
Fair market value of 1000 shares as on 1-4-1981 Ed 58 ^c ac сл Rs. 1,50,000 
The proportionate fair market value for 500 sharessoldon2-9-1993 .. »c e Rs. 75,000 


Indexed cost of acquisition [Vide 2nd proviso to section 48]: 
| Rs. 75,000 (FMV)X244'* (being Cost Inflation Index of the financial уа of sale i.c., E MU 


(being Cost Inflation Index ofthe financial year 1981-82) ac Rs. 1,83,000 


The long-term capital gains of Rs. 22,000 is chargeable to tax u/s. 112(1) [For details, refer item 7 on page 134]. 


NOTE: The cost of bonus shares is to be determined by the process of averaging i.c. by spreading the substituted cost of the old 
shares over the old shares and the new bonus shares taken together as laid down by the Supreme Court in the сазе of 


: Long-term capital gains зс 3c Rs. 22,000 
| 
С.1.Т.. vs. Dalmia Investment Со. Ltd. (52-ITR 567). 


RIGHT SHARES'™ 
EXAMPLE (iii): 
(1) Mr. A's investment portfolio of shares of Messrs. A & Co. Ltd. is as under: 


| Date No. of shares Cost per share Total cost Remarks 
l 1-3-1978 . . áo 500 Rs. 200 _ Rs. 1,00,000 Actual purchase 
1-2-1980 .. ^o 500 Rs. 100 Rs. 50,000 Right @ 1:1 
Total ..- 1,000 Rs. 1,50,000 
(2) The average cost per share [Rs. 1,50,000 (cost) + 1,000 (shares)] : Rs 150 
(3) The fair market value of these shares as on 1-4-1981 is oc с 3 Rs 250 
(4) These 1,000 shares were sold on 1-9-1993 @ Rs. 650 per share = Em Rs 650 
The long-term capital gains is to be computed as under: 
Total sale price of 1,000 shares @ Rs. 650 per share [Refer (4)] ss zx Rs. 6,50,000 
ee ae ee iJ +) t) 4 


| З Less: Fair market value as оп 1-4-1981 @ Rs. 250 п cad of 

| үх per зһагс [Refer (3 

| average cost of Rs, 150 per share [Refer (2)] i.c. 1,000 shares х Rs de share Rs. 2,50,000 
s » 2 


Indexed cost of acquisition [Vide 2nd proviso to section 48 
Rs. 2,50,000 (FMV)X244'* (being Cost Inflation Index of d. financial 
(being Cost Inflation Index of the financial ycar 1981-82) 


yar of IE i.c., ES 100% 
ae Rs. 6,10,000 
eir et NE 


+ Gr Rs. 40,000 


E 


vies capital gains 
- The long-term capital gains of Rs. 40,000 is chargeable to tax u/s. 112(1) [For details 


refer item 7 on page 134]. 


"10. For notification on Cost Inflation Index, ref 
I Rer бошо No Salon pa TUE p page 122. 
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139 QUOTATIONS: 
1-4-1981 


Equity Shares : 
Quotation for the purposes of substituting fair market value in respect of computation of 
"CAPITAL GAINS" 
In relation to assessment year 1993-94 and onwards’ 
QUOTATIONS AS ON 
1st APRIL, 1981 


c c Aruna Sugar M 900 B 
© © M9 Arunodaya Mills УА) 3000 в Er 
A V. M it Banaspati D 1925] 10 Aru мш B 1375| 1 
10 ABS Plastics А. 9.25] 10 Атга Inv. C 360 109 Arvind Mills А. td 1 Balanoor Tea 5. 2 
10 ABS Plastica B 9.25 |1000 Amritsar Sugar D 280.00 | 200 Aea Сорт A 10 Balanoor Tes M 2900 
1 Aceon eg 3000200 Алема Тае M 52350 | 20 ^nodeya Spinning а ышы КЕ Benoa Pens eee eae 
z na Paper 
10 Ace Trading B 1000| 10 Anand Bag Tea C 2050| 10 AseaLtd. B. 3350| 100 Balkrishna Pa B. 500.00 
100 Adarsh Chemicals В 24000 | 50 Anand Electric B 4500 | 100 Asher Textile Mills M 100.00 | 100 Balkrishna Paper D 35000 
Ashim Inv. 
41 WENNS о s NES EE Е 28) м paeme t : gn 
a 
10 Aditya Mills C 1287| 10 Andaman Timber C 1694 Leti 10 D $200 
10 Admire Inv. C 2.75 | 100 Andhra Bank H 300.00 Ashok Leyland M 2200| 10 Bally Jute c n3 
10 Aegis Chemicals A 2100| 100 Andhra Bank M 290.00 E Ashoka Cement С 0150 | 190 Balmer Lawrie C 15700 
а 
10 Aegis Chemicals B 2125| 10 Andhra Cement B 1400| 100 Ashoka Mills” A 18500] 10 Bairampur C 70 
10 is Chemicals D 1800| 10 Andhra Cement ri 11.07 | 10 Ashoka Viniyoga D 1025| 2'/2 Balrampur Sugar с 25 
100 Afsons Ind. Corpn. В 100.00 | 10 a 1475 10 Balsara B 1000 
10 Agarpara Jute C 837| 10 Andhra Cement M 1050| 10 Asia Automotive B 1450 | 100 - Banarhat Tea C 137,00 
10 Agarwal Stoel B 2.00] 100 Andhra Cotton Mills H 7500] 10 Asia Automotive D 1380 | 10 Bangalexmi Inv. С `1Л5 
10 Agarwal Steel C 6.00] 100 Andhra Cotton Mills M 100.00 | 100 Aslan Dehydrates B 3500| 10 Bangalore Fort 625 
10 А Сез M 800] 10 Andhra Farm Chem. Н 10.00] 100 Asian Electronics B 9000| 10 Bangalore Printing BF: 475 
10 ro Extracts те 9.00 | 10 Andhra Foundry M 240 10 Bangalore 5.10 
100 jodabad Advance 255.00| 100 Andhra Mechanical H 100.00 | 10 posal C 11692] 10 Bangalore Rolling Bg. 10.80 
250 Ahmodabad Cotton А 23250 | 10 Andhra Pradesh Carbides Н. 10.00 1 ud © js] 10 of Madura 275 
100 Ahmedabad Eloc. A 7400| 100 Andhra Pradosh Poper B 20750| 10 Aspinwall (Travancore) М ii| 100 Bankura Damodar Rly. с 1450 
100 Ahmedabad Elec. B 73.00 | 100 Andhra Pradesh Papor H 32250| 10 C 750| 10 Syntex D 2000 
125 Ahmedabad Victcrialron А 220.00 | 10 Andhra Pradesh B 1750 10 Barace Coke Co. C aso 
100 Ahmadpur Кама Ру. С, 1300] 10 Andhra Pradesh С 173]| 10 Assam Brook Tea C 1237| 6 BarduarTea C 30 
100 Ahura Welding M 100.00] 10 Andhra Pradesh Rayons D 16; 0 Assem Carbon rr С 1987| 10 Bareilly Holding C аф 
ва 
100 Air Control А 7100| 10 Апама Pradesh Rayons H 17.15] 10 Assam Со. India (Tea С 2087| 100 Barium Chemicals B 61.00 
100 Air Control B 5500| 10 Andhra Pradesh Н 1000| 10 Assam Frontier В 1500 оге Jute С 6500 
10 Air Reduction Co. D 800] 10 Andhra Pradesh Tanneries Н 10.00 100 Baroda Elec. Meters A 71.00 
10 Ajanta Textile С 7:06 | 100 Andhra Printers M 3575 | 10 Assam Frontier C 1485] 100 Baroda Elec. Meters В 7000 
10 Ajanta Textile D. 850] 10 Andhra Steel B 1500] 10 Assam Hardboard с 081 | 100 Baroda Rayon А 19500 
10 Ajanta Tu D 1875| 10 Andhra Steel 19.00 | 100 B 35250| 100 Baroda Rayon B 20650 
10 nep C. 1006 | 10. Andhra Steel чї 100 Associated Comers B 136.00] 100 Baroda Rayon D. 19400 
10 Ajay Papor С 13.00] 10 Andhra Steel H 1000 - 10 Basant Paper C 825 
100 Ам А 227.50 | 10. Andhra Sugar M 3375| 10. Associated Gen. Tdg. C 519] 10 Basanti Mills C 1250 
10 amba Mill M 8225 | 100. Andhra Valley Power B 10800| 10 Associated Glan Н 300] 10 Вәзтаба Tea C 2825 
eswa с  500| 100 Associated r 8 '14400| 10 Bassein Electric a 350 
E сүр D x C 500} 10 B- 975 |1100 Basu Sugar С 9050 
50 Albright Могай" В 8500 Б 100 100. Basti Sugar "A: D 9500 
100 Alembic B 70.00 C  400| 10 Atel Tes C 400] 10 Basti Sugar ®' D 300 
100 Alombic Glass A 9000 M 21800 | 10 Atlas & Union Jute D 1000} 10 Биа 8 1800 
8 C 255.00] 10 Atlas Cycle B 2450| 10 Bata india с 1820 
190 дето Gus Bg- $000 B 14000) 10 Aus D. 2175 | 10 Bate Tes С us 
10 Alfred Herbert 14.00 
10 Alfred Herbort С 1581 A 18000| 2 Апап Coffee B 35) 5 Ba бе Rubber M 225 
10 Alfrod Herbert D 1700 B 1300 104 Aitken Со мю o Engineering H 
10 Alipurduar T C 1008 D 600} 10 Auckland int. . © 625] 10 Beco Engineering D 1625 
s SES © imb яшеле а эзы = E 
10 Alkali & Chemical C 2450 в 1000] 10 Aurangabad Paper ^ ee = [экеу жы, E = ue 
10 Alkyl Amines B. 1375 Bg. 10.00 ang ent Н 4500 А 
100 Alliance Jute C 105.00 10 Automobile Product B 1450| 10 Tea C 1200 
10 Alliance Property с 80 © 2751 10 Avant Leathers H 31000 | 10 Record a 1025 
10 Allied international B 1025 B 44001 10 Avery india C 3215) 7 1 Sugar C 9m 
10 Allied Steel B 350 B 200| 10 Awanti Fibres C 20)| 1 Bengal ARC Steel с im 
10 Allied Steel с 30 A 26500 100 Bengal Stsamship ) 
10 Aluminium Corpn Cc 122 у С Ф| 10 BengsBhwdesCos! С ово 
ni б 
10; Aluminium - D 550 C 506] 19 B.D. Steel Castings B 2250 | 100 Bengal Chemical C 3800 
10 Aluminium Ind. B 2050 C. 300] 10 B.P. Investment C 1002| 10 Bengal Flour C. 1400 
10 Aluminium Ind. M 2000 B. 1600| 100 B.R. Cotton В 1200| 10 Bengalingot C 506 
10 Alwar Inv. c 281 3 15145 Wi eee 10 Bengal Jute C аз 
10 Amalgamated Сог! С 1.52 Bababudin Coffee M 550| 10 Bengal Coal с 090 
100 Amaldamated Goat С 410 в эю 2 uaia Caio S. 825] 10 Вели Майны Tant. C 78 
10 Amal Reg: M 1518 о 20| ae Боа Соо а? B aso | alr Bencal Paneles B um 
А А «000 Ч Bagalkot Udyog D 1315 оў Beng 2 Ao азы 
А 10 Бәй Kujercs Coal С 381] 10 BengalToos — — C 20 
^ C 1012| 10 Bagmar Tea С 1512] 10 Best & Crompton > B 3850 
$ С 250] 10 Bagrodia Forge G 209| 10 Besta M X 
A D 750] 10 Baid Teia C 306] 10 © um 
Baltakhal C 33 же wm. 
с B 1500 | 10 Tea ©, c | 
c D B 16250 x ui 18.50 
E H D 160.00 ^ 850 
с A Bt 250 


l 


1. Equity Share Quotation for the purposes of substituting fair market value in respect of Computation of “Capital Gains" as on 1-4-1974, in relation to assessment years 1907-88 
Рр. 326-331 of LT.R.R. 1991-92 (53rd Year of Publication). 
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1-4-1981 


EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 1993-94 AND ONWARDS? — (Contd.) 


с 
м 100 Crompton Greaves B 
B 
B 1000 Crompton Groaves с 
D B 650 S 199 Crompton Greaves D 
С В 12700 | 10 Conu D 100; Crompton resves © 
S B 14250| 10 Challapalli Sugar M i] icai Б 
с 10 Curcwel А D 
0  Bormahjan Tea C 1075| 10 Chamong Tea 0 inamid (India) A 38.00 
B 1000| 10 Borosi Glass E op E eae edm r4 10 Сапат (india) B 3700 
10 Bharat Alums GE o Dem © 1800 | 10 Champdany Jute С 1325 
10 Bharat Carbon D 150| 50 Bradbury Mills БЕЛА ы werden i 55 "0 D: E: miter Jute С 2200 
с . 
D 1050| 100 Brady & Morris B 57.50 | 100 kh RI i 19 DCM D 4084 
19 Bharat Carpets D 1020| 10 Brom о 350] 10 Chase Bright Steel B 1200| 10 DLF Universal B 700 
d pier С 929| 10 Bight Wires © 235| 2 Ghembra Peak Tea M 258| 10 DLF Universal D 1625 
100 Bharat Fertilizer B 12000| 10 Brindavan Alloys Bg. 10.00 | 10 Chemical & Fibres "um 10 DSP Financial в $25 
С 2540 Dabriwala 
Bharat Forge B 5250] 10 Britannia Ind. B 2050| 10 Chemical & Fibres ple B 52 
10 pec D ren) Н] pepe С 2040 | 100 Chemical & Plastics M 9200 | 100 Dalhousie Jute C 12500 
" Bharat Li H 0.76 10 тее Carbon 8 1225 100 Chemicoat В 75.00] 10 Dalmia Cemont B 16.00 
M Bharat Nidhi C 212| 10 British Paints C 1787| 10 Chemiequip B 1000 тах Cement с 10 
i Chemo-Ph поо | 10 Dalmia Cement 
30 Bharat Мам D 237 | 10 Brooke Bond India D EPI GU EAM + Ке у Dalmia Coment M 1775 
2!%› Bharat Nidhi D 030| 10 Brooke Bond India haves в воо 10 Dalmia Dairy Ind. C 1487 
10 Bharat Starch € 1035 10 Brenton Eng М 200 10 Chemobulo Tissues D 10 Dalmia Dairy Ind. D 1600 
at , Н 
10 Bharat Steel Tube B 1800| 3 Budge Budge Jute CH о Chained Cement MEST 10 Damodar Carriers a 2590 
Bharat Steel 20.50 | ` Chevi 5.00 | 100 Damodar Enterprise 
19 Meri О оез 10 Bundy Tubing A 2050] 3 Село е акоро С 208 | 100 Damodar Enterprise D 11050 
Ж Mamisan mns Ау DA MEE ER ENS EE 8 108 
10 Bharat Weetala С 750] 10 Burrakur Coal C 090] 10 Chloride India B 3850 T0. Dérjesling Plentati C 1575 
Bharatia 10 Chloride Indi C 3950| 10 Darjeeling Ropeway C 125 
Í "0 Bharatia Commercial H 0 10 € WS лш) B4- 1900 10 Chotamandal Inv. M 1050 | 100 Da есй Toa С 5200 
Í 10 Bharatia Elec, Steel C 1000| 10 C.W.S. (India) 17.00 | 10 Chorainv. С 1250 19 Davengere Sue EA 09 
10 Bharatia Sons C 325] 100 CTR Mfg. B 105.00 | 10 Ghowgule Meri |j st ing й Ў 
10 Bharech inv. C  &05| 10 Cadbury B 2325| 10 Chowgule Steamship 10 re B 2500 
Bhaskar їсипа D 2550| 10 Davy Ashmore С 2712 
TU CEEEUE T EEECFE  --—EE FI EE 
10 Tea C 1356] 10 Calcutta Cr. Corpn. C 7.00] 10 Citurgia Bio-Chem. А 15.50 10 Deccan Fibre Glass Bon 
10 Bhavani Tea & Produce Bg. 15.50 | 10 Calcutta Electric C 11.80) 10 ia Bio-Chem. Т ссап 4 
10 Bhavani Textile 783| 10 Calcutta баз сал нокта C. d Deccan Fibre Glass Н 1200 
« Bhavi licutta Inv. 50.00 | 10 Cleveland Inv. C 2.00] 10 Deccan inv. B 6.00 
10 Bhilai Wires H 1326 % Salen Jute H 5.00 | 10 Clive Row Inv. C 787| 10 Deccan Polymers H 610 
10 Bhilwara Synthetics C 7.75 | 10 Calcutta Landin; С 2400| 10 Coastal Paper H 1000 m Deccan Sugar, M 1250 
10 Bhilwara Synthetics D 900| 10 Calcutta Sec. Printers С  820| 10 Coates E Be рак Nitrite I 
10 Bhopal Sugar B 5000| 10 Calcutta Silk Mfg. C 7.60] 10 Coates 10. Deopek ind (UY 
Bhoruka Finance їсипа C  6&56| 10 Coates D 1950] 10 Deepak Ins.Cables В 1975 
io Bhoruta Steel 8 6300 100 Caledonien Jute C 11000| 3 Cochin Malabar B 595] 10 Deepak Ins.Cables Bg. 17.25 
10 Bhorula Steel Bg. 72.25 | 125 Calico Milis A 25400 | 10 Cochin Malabar M 16:25 | 10 Deepak ins.Cables 14.50 
10 Bhushan Commi. 1.12 | 10 Camac Commercial C 1019 2 Cochin Plantation Bg. 10.10 | 10 Deepraj Inv. D 85 
10 Biecco Lawrie C 1.00] 100 Cambay Inv. C 90.00 | 100 Cochin Refinery Noll Gener Dan res EY 
. 00 | 100 C 10000| 10 Coffee Lands . 26.50 | 10 Dehri-Rohtas Rlys. C 10 
10 Bihar Alley Steels S 1600| 100 Camphor & Allied B 22500| 10 Coffee Lands MY Soso | 10 Dejoo Valley im. C 470 
10 Bihar Alloy Steels C 1612| 100 Camphor & Allied D 225.00 | 100 Coimbatore Kamla Mills М 7750| 10 Delhi Flour D 1000 
10 Bihar Alloy Steels D 1650| 10 Canara Land Inv. Bg. 7.82 | 50 Coimbatore Kamla Milis М 37.75 | 10 Dolhi Safe D 60 
200 Bihari Mills A 42500| 10 Canara Steel 11.00 | 100 Coimbatore Pio Fert. M 100.00 = x са Од; 
10 Bihariji Finance C 18 "s 15.00 | 100 Coimbatore Pioneer Toxt. М 14000| 10 Delta Inv. A 50 
10 Bihariji Finance D 350 1270| 10 Colgate Palmolive B 148.50] 4 Delta Jute с 700 
10 Bihariji int. с 181 В 1875 | 100 Colour Chem. В 22500| 10 Delta Pa H 1000 
10 ini Dooars с эз? О 17.50] 10 Comet-Filaments D 1050] 10 Deluxe Film с 40 
10 Biespur Spo. B 600 B 2650] 10 Cominco Binani Zinc с 800 
10 Bilaspur Spg. C 494 C  800| 10 Cominco Binani Zinc M 556 100 ed ROS rm 
10 Bilaspur Spg. D 65 M 39200| 10 Commerce (1935) B  324| 10 Denison гаи! H 300 
10 Bimetal Bearings 8 45.50 c ne 250 Commercial Ahmedabad A 307.50 10 Deoria Sugar (У 500 
10 Binani Metal " С 225 С 1337 15 Concast Products с 750 den - 
100 Binny Lid. . 2750 C em ; zi кы Bios Derbr Tea а ind спа 
ing Coils 
100 Binny Ltd. 32.00 В 190.00] 10° Consolidated Coffee M 31.00] 10 Dete India H 10,00 
x Binod Jute & Fibre © i S 1500 10 Consolidated Equipment C 337] 10 ola Tea M 1000 
100 Birds Jute & Exports € 450 B 1125 10 Sooner Tea Е Е ^ Devidayal Elec. B 17.00 
! 10. Birla Cotton C 1400 A 24000 enin MER Н рец " 2% 
| Fa P an Б in| 3 gnje тошэр Baten e 
| d m С 1962 в 250] 10 Corn Produc. B 1200 | 90 Dharams Chemicals Lj 
* ro 
€ EE sias | 0 Coromandel Eag. M uy 10. Dharuhera Chem. B 
t В 60.00 Mp. 23.50 | 10 Coromandel Fertilizers B 10 Dhelakhat Tee. © 
; С 25 Н 32.00 10 Coromandel Fertilizers D поа Dhrangadhra Chemical B 
I B 2500 D LIA Coromandel Fertilizers Н rangadhra Chomical c 
23.00 100 Dhr Ch l D 
| в 20 моо a: 100 Dhrangadhra Chemical M 
і B 2000 C 10 M 10 Dhunsori Tea с 
$ B 9000 B 2350 R 10. Diamines & Chemicals A 
{ В 13000 M 530 M 10 Diamines & Chemicals B 
$ B т M 10 Diamond Dies B 
B 2226 m one 10 Diamond Dies 
B 5000 В 83150 M 10. Diamond Invest. " 
B 109.00 D 570. B: 10- Diburgarh Tea с 
B 10. Didwana Ind. Corpn. D 
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141 QUOTATIONS 
1-4-1981 


EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 1993-94 AND ONWARDS? — (Contd.) 


Digital Electronics B 850 x 
ЖЕЗ tu Н Ж ЕК Е ЕБ 
10 Dishergarh Power C 687 c 10 ә " 2275 | 10 Haryana Coated B 200 
10 Dolphin Hotels H 1000| 10 FACT. M 100i Gokak Маш B 231.00} 10 Haryana Concast B 400 
НУ ерт. M 2. Gokul Rubber M 615| 10 Haryana Detergent D $0 
p кюсше og epe res E Fr PETI 
g— ES 10 Fae BUT IS E EI-—— O DO RO 
100 Duncan Agro © 16500 10 Falcon Tyres Bg. 10 Golden Tobacco ^ 30 10 Haryana St & Alloys 8 10 
"M Dunlop india С '2090| 19 Falcon Tyres M 10 Golden Tobacco C 1437 Ба EN | 
ET E LEO С жй обшо 0 Pi RA 
гта! 1.50 = 
10 Durrang Steels D 700| 10 Faridabad Paper с то oaeen: Peiper B 1075 | "0 Наке тз С 1950 i 
10 Dynamatic Hydrolics B 4100| 100 Forro Alloys B ПО Gonenmann гара С 1475) 10 Hein С 43 
10 Oynamatic Hydrolics Bg. 40.00| 100 Ferro Alloys | 
10 Ferre Costngs & H 10 Goodlass Nerolac B 4550], 
M ELD. Parry B 1200| 10 Fibreglass Pilkington 10 Gooddda Gub B 1400 0 Hemalathe Miila M 19 
10 EL lo M 24 10 Ficom Organic A io Dansa 10 ia Chemicals 8 3050 
| 10 East Anglia Plastic C 7.69 icom Goodwill (india) D 1300| 10 Неа Chemicals 5 i 
10 East Const Boat H 1000 100 Fay раче Н " D Em | 
10 Firth india B 19. Goodyear (india) C 1812| 4 A { 
TO gta | ihano Р BBL анны їп 
10 East India Hotel c 10 Food Specialities 8 10 Gordon Woodroff р 1025) 10 Himalaya Со. t 1218 | 
10 East India Hotol D 2325| 10 Food Specialities D Noodrofta B 2650| 10 Himalaya Rubber © 500 
10 East Indian Produco C 6%] 10 Foods & inns, В 10 Gordon Woodroffe M 27.75 : а” 
19 East Wost Hota 8 10| 10 онест С dol aourenod Сом С 20) 10 Himooct Investment Harc 
. Govind 10 Hind Rectifi 28.00 
10 Eastern Cachar Toa È 1119| 10 Fon Witlam Jute с 10 Сота Fane 8 19561 10 Hindustan Aluminium B dem | 
10 Eastern General Indi. C 381] 5 Frank Ross & Co. с 10 Hindustan Aluminium С 425 
10 Eastern Holdings С 20| 10 Fraser& Co. o © 10 G C 3312] io Landusun Alumini on | 
10 Eastern Int. Hotel B 9.00] 10 Frick India d B 10 Grephite Indis ё за 10 Hindustan Brew В 450 ; 
10 Eastern Investment С 150| 10 Frick india D 10 Graver & Weil B 11 10 Hindustan Brew. D „325 1 
10 Esstom Silk Ind. C  800| 100 Fuel Injections : B 10 Grauer & Weil D 1078 | 100 Hindustan Brown Boveri А 30250 
10 Eddy Current B 100 Futwa Islampur Куа: С 10.75 | 100 Hindustan Brown Boveri 8 31000 
10 Eddy Current M 2150 10 Great Eastern Shipping В 5535 oe EA 7 
100 Elecon Eng A 600.00 B 100 Озы Сооп в тароо о Hindustan e 
100 Elecon Eng. B 61000 B jon Өзү cu EQ Hindustan Comm. € дю 
о Electric Сопи. C 3825 D 10 Gresves Lomberdin B 173) 10 Hindustan Deveiopt б 3350 | 
10 Electric Const. D 4000 10 Hindustan Developt. C 70.00 
l 100 Electrical Instruments A 5100 E 5 Grob Tea C 375 ind i " 2100 | 
10 Electrical Mfg. Co. C 1081 B 10 Gujarat Alates TS с 4m 10 Hindustan Dom Over 8 12000 ! 
10 Electro Equi B 750 B 10 Gujarat Alkalies B 4600] 10 Hindustan Electrographite В 6000 { 
E ID EET ЕСС — Б ЙЫ 
10 Electro St. Casting D 4150 10 Gujarat i A 17.00 | 
ес xe B 10 Gujarat Aromatics В 1825] 10 Hindustan Everest D EL 
p Bep p D HO Gur Амо А 1150] 10 Hindustan Fashions А "m | 
10 lgi quipments Bg. 27.50 B 10 rat Carbon A 28.00 10 Hindustan Ferodo B i 
ПЕ Башртепіз м 3050 в. Sue B 2850| 10 Hindustan Garment D 0 
10 Elgin Holding C 350 10 Gujarat Carbon C 1850 
| с 100 Ind, Truck A 1090) 12 Hindustan Gas Ge 
Elgin Mills С 17; 1 Truck 10 Hindustan Gen. Ind. D 1125 
35 C 00 Gujarat Ind. B 1000/10 Hindustan 
С 500 c 10 Gujarat Machine Tools A 875 | 100 Hindustan Kokoku 5 1800 
5 CE D подова Machinen А 17500 | 10 Hindustan Laver А 4250 
| В 5000 100 rot В 17500 
| в 0 Gujarat Ministoe!” A ‘2300 | 10 Hindustan Lever в 4423 
В 23500 c 10 Ministeel B 28.00) 10 Hindustan Lever D 4275 
i C 981 D 10 t Oxygen ^ 150} 10 Hindustan Lever M 4400 
| B 1200 M 10 Oxygen B 150| 60 Hindustan Mercantile Bank C 3050 
B $90 100 Gujarat Safe B 70.00 
f aum d B 10 State Fonitizers А 431.00 | 71) Hindustan Motora B 2150 
| Б) Чек D 100 Gujarat State Fertilizers C 49300 | 10 Hindustan Motors $ ones 
| Bg. 2400 С 10 Gujarat State D 45200) 10 Hindustan National Glasa С 4750 
um 100 Suite M 438.00 
Coo c 10 Gujarat Sure Machinery B 11.00 | 100 Hindustan Oxygen Ао 
| Y S S ‘3000 | 100 Gularat Steel Tube А ЖОО 10 Hindusan © "oon 
! М 1960 22250 | 100 Hindustan Polymers B 4000 
| M 2850 c 100 IL А 100 Hindustan Polymers H 2000 · 
С 3850 D 100 Gujchem Dist. B 21500 i 
| M 100.00 а 10 Gunnytex (india) C 400] 10 Hindustan Products C 40 | 
` C 73.00 D 10 Gwalior Rayon В 6775| 10 Hindustan Senhary С 3000 
| 3500 0 10 Gwalior Rayon Bg. 6475 | 100 Hindustan Sugar B 27000 
H a с 10 Gwalior Rayon 67.70 | 10 Hindustan Trans. B 500 
| D 33% € ò 10 Hinduston Wire .B 975 
| C 690 60.00 | 10 Hindustan Wire C 1462 
| 9-78 c Me “| 10 Hindusten Wire ind. — B 3400 
| 2 s А a 8 ае ре 
| Bg. 3650 S D 1150] 10 C 1006 
| б 3812 2 з 40 B 22 
| б ч D E E 
| с 2m » C 1100 С вз 
! B 450]. с 300 G 185% 
| В B 1400 C 805 
| B 100 R M 1025 С 9300 
| c sg B C 800 C 8050 
| с im : i Hi: 
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З. Refer footnote No. 1 on page 139. te 
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1-4-1981 
EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 1993-94 AND ONWARDS‘ — (Contd.) 
10 Horizon Tdg. C 319 25 Kasthuri Milk 1 
10 Hotel Banjara Н 1000 p, 5 16 Kosturi Papor м 1650 
Ed He Gangen EN D 11.00 B B 100 Kothekhal Lala Alys. Ba 13.75 
10 Housing Dev. Finance B 3,00 D с 10 Katihar Jute C 216 
D 10 Kaveri Stcols 
7 8 i Bg. 425 
Н, Hukumchand Jute с 15125 с 6 "0 rae а Gore: Ц kr 
оз ARES Mp. 105.00 B B 10 Kel Component M 1037 
5 Huldibari c 1530 С c 100 Kolvin Jute C 5000 
rew D D 10 Kelvinator of India 54.00 
1 Hurriladih Coal C 050 A D © 10. Kelvinator of India 5 52.00 M 
e Hyderabad Allwyn H 2950 E D 200 Kemp & Co. В 205.00 
10  MyderabadCarbon& Chem. Н 1000 Eng. & Text. С с 10 Kerala Chernical Ba: 1000 
10 Hyderabad Chem. & Реп. Н 400 Industrial & Prudential В Jet Ago Trading Со c 5198. 1020 
dr EC EE —I NN: zen" PiBsksme o ws 
10 LA E.C. (Bom) B 750 Industrial Cr. & Inv. B D T0 Reco Minor м nn 
10 LT.C. \ : 2 10 Minorals M 10 
BE HET А 2075 Industrial Credit вр Е d 10 Kosoram Ind. S 35 
10 ETC ud 5 2919 B Bg. 1550| 10 Kesoram Ind. C 3540 
D € 13901 10 Kesoram Ind. D 3275 
10 LT.C.Ltd. H 1825 B D 1462 | 100 Kettlewell Bullen C 7500 
10 LTC id. M 2025 c C 250] 100 Keytuo B 85.00 
10 IDL Chemicals B 1900 5 10 Khammam Granito C 5.00 
10 IDL Chemicals 1750 В в 2300 
30 1DL Chemicals з D M 2350 100 Khandehwal Farro Al B 13009 
а! а! го 
10 рш. в 3750 E M 2350 190 Khandelwal hermenn” В 12750 
10 B 36.00 | 250 Khandesh Mills B 325.00 
Incheck Tyres с 212 B 
EE B 1300 a. 2220 AS re 1000 Khandesh Mills B 900.00 
10 india Cbron ё 3725 в "40 Б 2390 100 Khatau Mis B 22250 
Ё Ц д 
5 india Cement B 400 B 14500 C 8.31 | 100 Khodiyar Potto B 116.00 
5 india Cement M 33 M 2000 C 2300| 10 Kidderpore Holdings C 400 
1 India a ring Const. D 1.50 D “225 Б в 2 Kil Kotagiri Toa M 420 
10 pastes С 2 00 H 2209 Jyoti Engineering A 100 Killick Nixon B 430.00 
B “800 Jyoti Engineering B 10 Kinetic Eng. B 106.00 
10 India Forge & Drop B 2600 D 352 Investment c 10 Kiran Investment C 355 
n India Forge & Drop M 2500 с 0 B a Китап Sugar M 55.00 
2 ка саса А 35 En on c r Bros. B 40.00 
10 indis Paper & Pulp С 162 nn C 26 и 10 Kirtoskar Electie = М 
М lecti " 
10 inda Photographic в 7800 n Hee D 10 Kirloskar Electric WT 2100 
india ; С 2525 ук C 3040 B 10 Kirloskar Oil Engine B 2700 P) 
10 inda Steamship 5 2450 [5 M 10 Kirloskar Pneumatic B 3200 f 
10 india Sugar AW Se XE о в: 419. rioskar Pneumatic D 3875 
d irloska ystom: 
10 Indian Air Gases D 1050 J.K. С @ 100 Kirloskar Systems rj 0% 
10 Indian Aluminium B 23.75 ук. С D 10 Kirloskar Tactors B 1525 
100 Indian Aluminium 5 12000 J.K c 10 Kirloskar Tractors M 1275 
10 indian Bright Steel B 400 ук. D M 10 Kini Invostment B 1000 
10 Indian Cables C 2950 ik H X 10 Kohinoor eo 
10 indian с ney c B 10 hinoor Investment C 25 
10 indian Cement [1837] B 510 o A $0 Kolin Paper" Bie 60.00 
H = B 11.00 LK E 0  Kolloru Paper H 1000 
ап Dairy D 1735 У. - Morison B M 10 Kolmak Chemicals С 17.25 
10 Indian Duplicators ison Bg. B 10 Konark Investment Y 
B 2200 JG Glass Lj 5 cr 
0 Dupiicators apu JG Glass D M Mc koh (Madres) 5 350 
1 Dyestuff А 25900 Jaga Sea Foods H 10 Kothari (Madras) кт: 
100 Indian Dyestuff B 253.00 Jagatjit Cotton c Reese Lime .c ў : 
100 Indian Electro Chem. A 105.00 Уба Industries р А! в 10 Kothari (Madras) M 
100 indian Electro Chem, B B а газ) M 3700 
indien 65.00 Jagatjit Industries c B 10 Kothari Plantations C 1100 
10 Indian 2 ER c 10 Kothari Sugar B 1250 f 
10 indian Hotels B 8200 n^ B Kankariya Chemicals ^ к Бе Cos Un 
Ja D Kankariya Chemicals B " 
100. Indien Hume B 90.00 D Kanknarrah Jute С 10 Kothari Sugar M 1185 
100 indian Link B 10800 D M 10 Krishna Behari Tea C 10.16 
110 Indian Meal & Ferro С' 2300 x c B e pee 
.100 indian Organic Chemical B 31200 D 2 3 Kumardhubl Eng. с 100 
10 Indian Plastics C 13800 c 10 Kumardhu' 
о с 3350 B 1400.00 c 2 ode тесту M d 
' 10 indian Radiators M 1015 € Е 10 КитБакопот Eloc М 1015 
10 indian Rayon A 7800 B 10 Kunal Engineoring B 3800 
10 Indian Rayon B 8000 5 Bg. 10 Kunal Engineering Bg. 48.00 1 
10 indian Rayon D 10 Kunal Engineori 22.00 
10 Indian Resort Hotels в Xm M c 10 Kunal Engineering M 5128 
300 indian Rubber Reg. 8 ў 10 Kurchermala Y 
A 8000 Plantations M 18.00 
100 Indian Rubber B 8000 B sss C 4500 
10 indian Seamless Men! © B 2300 B B 10 yang Tes 2 i0 
10 indian Steel & Wire C. 3887 B BU cba aes ce ee 
` 10 indian Steel Rolling M 1600 С Ba. 5 UD. Textile A 850 | 
10 Indian Sulphacid D 325 B Bg. 5 L D. Toxtilo B 1200 i 
100 Indian Tool B 38000 10 1-6. В. Bros, 23.75 i 
10 Indian Wood Products С 790 Mp. Bg. H PERE Mt 5150 | 
10 Indicarb B 1800 Bg. C2 C 1525 i 
10 Indicarb D 10 La 
ES 1750 D M 10 oe National в 49.00 | 
Indicarb С Automatic 1575 
10 indo National B 3800 M 10 Lakshmi Mt 1628 i 
M 2885 m Lakshmi Machine B 297.50 | 
ikshmi Machine Bg. 190.00 


hu Bhawan Varanasi Collection. Digitized by eGangotri 


EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 


is 
Lakshmi Mills "А" 


5. Refer footnote No. 1 on page 139. 
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433.00 
215.00 
214.00 
47.50 d 
VR | 100 мапачи 509. МП 
га Electrica 
1.24 | 100  Mahondra Electricals 
900.00 
82.00 | 100 Mahendra Mills 
1.26 | 10 Mahondra Spicer 
2.00 10 Mahendra г 
12/2 Maheshwari Mills 
xt 10 Mahindra & Mahindra 
46.50 | 10 Mahindra & Mahindra 
5.37 | 10 Mahindra & Mahindra 
1200| 10 Mahindra Ugine 
TEE — Ue 
13825 indra Ugine 
2.50 | 10 Makum Tea 
2.50 | 10 Malabar Agricultural 
5.05 |. 10 Malabar Industrial 
10 .Malabar Tdg. 
te 10 Malankara Rubber 
1275] 10 Malayalam Plantations 
13.00 | 10 ат Plantations 
TU | dà Mas Varaspati 
fanaspotl 
2125] 10 Мапабаггіе Tea 
900.00 £ 
7.50 1 Manar Tea 
20000 | 5 Mandya Nat Pa 
lat. Paper 
5.00 5 Mandya Nat. Papor 
2800 200 Maneklal Harilal 
10 Mangal Inv. 
94.00 | 10 Mangalam Coment 
15.25 | 10 Mangalam Cement 
14.70] 10 lam 
1475 10 Mangalore Chemical 
10 Mangalore Chemical 
19.00 | 10 Mangalore Chemical 
3.50 | 10 Meangaloro Chemical 
9.50 Mangalore Chemical 
29.50 Manish Organics 
29.25 
Manjushree 
33.00 Mansingka | 
29.25 Marathawada Al 
29.50 Marat Rubber 
2.00 Maratt Rubber 
32.00 
Marikar 
ii 
8.50 Marshall (india) 
un Marshall Mfg. 
Marshall Mfg. 
4.90 Marthi 
105.75 Martin Burn 
9.80 Maruti Investment 
A Maschinen raph 
Mather & Platt 
35.00 Mather & Platt 
114,00 Mai 
40.00 Maud Tea 
4.06 Maxi Exports 
3.03 
Д May & Baker 
80.00 Mayurakshi Cotton 
Е Trade 
70.00 [Л 
102.00 McKenzies 
10.00 
167, McN: богы Е 
00 irat Engg. 
55.00 Meleod | 
58.00 Mcleod Russel 
o Medhawi Traders 
Meena Air 
125.00 Meena 
10000 Prol 
tang ceni 
Meghalaya Plywood + 
20.50 Jute 
12.50 
265.00 
252.50 
260.00 
527.00 
530.00 
11.00 
5.08 
156.00 
250 
6.25 
63.00 
6.25 
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Modella Woollens 
Modem Convortei 
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CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


11:50 
11:00 | 100 
1425 | 10 
15.00 | 100 
17000 | 100 
244] 10 
10 
aoo j 10 
350| 10 
478| 10 
18.50 | 10 
aso | 10 
3971 10 
&00| 10 
55.00 
10.00 | 10 
19.00] 10 
15.25 10 
2400 
10.00 10 
2800| 10 
3000| 10 
2356| 2 
17.00 E 
2394 
17.00 | „10 
1550 | 100 
70| 0 
10 
212 | 10 
850 | 250 
450 | 85 
1025 
1 
2% 10 
5.81 | 10 
5.00] 10 
заво |! 
10 
2250 | 10 
24 | 10 
9250 | 100 
24.50 | 100 
21,12 | 100 
260 |710 
`в00] 100 
26.00 | 100 
100 
200 |. 10 
1450] 19 
08.00 | 100 
100 
2% | 10 
135.00 | 10 
8100 | 10 
1950 | 10 
29.50 | 100 
46250 | „10 
472.50 | 100 
9so | 10 
зю! 5 
10 
Кеч 10 
2250| 10 
2150] 3 
750 
10 
з 19 
18225 |: 10 
1850 | 0 
s25| 5 
5 
1300 | 10 
30.50 | 10 
750| 10 
1400 | 100 
25.50 | so 
100 
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National 

National Pipes & Tubes 
National Radio 
National Rayon 
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QUOTATIONS 144 
1-4-1981 


EQUITY SHARES QUOTATIONS AS ON 1-4-1881 IN RELATION ТО ASSESSMENT YEAR 1993-94 AND ONWARDS® — (Contd.) 


Pm pn $ земне Sere, 
. Rajagiri Rubber 
100 New Great Easter Milis В 12250 M Poysha industrial B Ralagiri Rubber 
New M Pradyumana Steol c А 
190 New india Fisheries 8 10.00 D Prajeov Invest F Rajelakshmi Text 
100 New India Ind. B 200.00 c Pranay Inv. Mp. 1015 Rajopalayam Text, 
ge New India i: E Ex с Prasad Mills A Ralesthan Ghroxel 
n Sugar сз В Prashant Inv. c Rajasthan Spg. & Wvg 
200 New Jehangir Mill A 10500 d tap Holdings 
10 New Look investment C 500 Е Pratap Rajasthan D Rajasthan Spg. & Wvg 
роо Mew Карл мача m Ue M Pratibha Inv. c Rajasthan Spg. & W 
10 Non Seven NN C 07 B Precision нн n Smp 
Preci: t Inv. 
100 New Standard Eng. A 12200 B Precision Jewels B n 
100 New Standard E: B 130.00 о Premier Automobiles B Rajendra Coffee 
100 New Swadeshi Milis A 450.00 B Premier Breweries M Rajgarh (Assam) Tea 
100 New Swadeshi Mills B 6500 B Rajkumar Mills 
100 New Swadeshl Sugar B 20500 c D Rajprakash Chom. 
кке С а ны сын H IRE 
'аггү'з 1 
100 Nila Products A 9000 Parshuram Pottery" B Bg. 267 пон Mene 
10 Nilambur Tea M 1650 Rall n 
10 Nilgiri Tea Bg. 500 A Bg. 24000 is India 
с 24250 Rallis India 
10 Tea M 90 с Premier Cotton x M 26.25 Rom Kishan Ispat 
10 Shipping B 10.50 с Premior Die Casting A 9000 
10 Nilhat Shippi C 98 А Premier Fertilizers M 1.80 Rama Fibres 
100 Nimar Milis B 2800 Rama Fibres 
10 Nirlon B 7150 B Bg. 13.75 Ramacast Ltd. 
с 14.25 Ramacast Ltd. 
25 Nizam Sugar H 1600 M Bg. 327.00 Ramakrishna Mills 
10 Noble Trading Co. C 219 С 240.00 
4 Nonsuch Tea Ba. 8.50 м в 80.00 Ramakrishna Mills 
4 Nonsuch Tea 12.00 Ramaraju Surgical Cotton 
10 North Bihar Sugar C 8.06 c M 726 Romeshwara Jute 
H B 376 Ramkrishna Mills 
10 North Brook C 400 M B 101.00 Ramnarayan Textiie 
100 North West Cechar Tea С 7400 M C 190 
! 10 Northern India Hotels D 1000 oan T мА 
10 Novin C 33 B 1550 M 2800 Ramon & Demm 
10 Novopan india н 1000 Mp. 4000 5 225 Ramon 5096. 
10 Nuch 0 20:0 Mp. 128.00 Н коло Rampur Distilleries 
100 Nutan Mills А 20250 z ш 0.21000 Ranakpurji invest. 
10 Oceanic Investment B _ 5.00 D 3000 520 Ranbaxy. Laboratory 
100 Okayü Tea C 28000 M 340 M 520 Rane (Madras) 
10 Olympic Gen. Trading C 490 M 1430 icity Society С 1.87 Rane (Madras) 
100 Omega Cables B 2500 B 11500 Pudukoteh Mills M 3500 
100 Omega Cables M 2500 5 Pes Dudumjee Ful B 2300 Rene Broke 
je 
10 Omni Holdings с 331 B 25.25 Pullangode Rubber M 9.05 Ra ala Invest. 
10 Ondal Investment C 1410 B 3100 Pulliccar Textile M 75.43 Ran Tea 
10 Oodlabari Tea C 95 C 101.00 Punalur Paper B 75 Ranisati Prop. 
10 Orchid Tdg. C 30 B 3450 Punalur Paper C 644 
10 Orient Abrasives B C 3450 Punalur Paper D Rapid муен, 
10 Orient Abrasives C 2412 D 4400 Punalur P. M Rasoi Vanaspali 
Orient Abrasives D 2450 B 4500 & Sind Bank D Rasol Van 
10 Orient Beverages В 2% ered В Rathi Alloys & Steel 
10 Oriem Ceramics B 1050 A (ES B Rathi Alloys & Steel 
ases 
10 Orient Ceramics B 1275 ases 
50 Orient Movietone e 4100 D ng B Rath i t 
10 Orient Paper Ind. B 4700 C 225 D Rathi Ministeel 
10 Orient Paper Ind. C 4825 B 500 D 
10 Orient Steel C 575 A EDT) B Rathi Udyog 
10 Oriental Carbon B 1550 B 2300 D Ratna Sugar 
10 Oriental Carbon C 19.12 A 3100 B Ratnakar Shippi 
10 Oriental Carbon D 1600 B 2900 D Ratnakar Shipping 
10 Oriental Carpet Mfg. C 2025 B 103.00 B ng 
10 Oriental Carpet Mig. D 3000 D Raunag Int. 
100 Oriental Co. C 107.00 M 10% с Ravalgaon Sugar 
10 Oriental Coal C 015 A 1625 С печ demie EG 
10 Oriental Hotels B 2400 B 625 c Ravindra Stael 
10 Oriental Hotels M 2400 B 1150 M Trading 
100 Oriental Industrial B 7500 С 
Е в аю rpg 
100 Oriental Power n 
10 Orissa Cement B 38.50 Ы оз c | Raymond Woollen 
} 10 Orissa Cement С 2960 Bg. 1050 с Raymond Woollen 
30 Orissa Cement D 3900 80.00 M 28 Bulund Sugar 
атды, d в 7400 5 па теке Мпа 
i 10 Industries B = 
10 Orissa Industries с ix AA B Reckitt & Colman 
10 Orissa Minerals C 170 B 1275 c Refrigeration Acc. 
10 Orissa Textile Mills С 137 А 320.00 c Regal Papers 
10 Oscar Investment B 500 
i 2 Ossoor Coffee 3.05 HER С Re nc Chemotex 
2 Ossoor Coffee " 23 M 220 M Relianco Chemotex 
10 Otis Elevator B 6200 M 10.75 Reliance Firobricks 
100 Quah Sugar B 17375 C 45 Б Reliance ind, 
- 
10 P.R.S. Steels B 1150 D Relia 
| 10 PNB Finance C 1200 d D A Rellence ind. 
| 10 PNB Finance D 1325 up um B Reliance Ind. 
10 Padmanabha Inv. M 10.00 Relia: і 
D. 1575 А псе ind. 
r Reliance ind. - 
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145 QUOTATIONS 


1-4-1981 
EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 1993-94 AND ONWARDS’ — (Contd.) 
10 Reliance Jute К а 
10 Remington Rand "p HG M 100. South India Viscose в 240.00 
10 Remington Rand C 2425 c 100 South India Viscose M 238.00 
10 отер С (2125 п c 10 South india Wires M 450 
10 Rovathi-CP M 2700 Satya Invest. с 10 South Karanpura Сог! C 050 
Saurashtra Cement B 10 Southern Agrifurane C 7,00 
10 нама Contes c 10.00 Savamolal Coffec M 10 Southern Agrifurane M 870 
Rew: 50 
10 Rexroth-Maneklal A 2100 Sayajl Mills A 100 Southern Asbestos M 320.00 
10 Rexroth-Maneklal B 2100 r B 10 Southern Pg. 10.90 
10 Richardson Hindustan B Schrader Scovill c 190 Somme Corpn B "200 
7g Rishabh [spat B 324 Exchter э Seovtl с E 10 Southern Ind. Carpn. M 30 
dd ака солса сз ares 10. Southern Nitro 8 975 
Y a Steam Navigation B 10 Southern Nitro M 1175 
100 X Rockweld Electrode M . 00 Scoo " 
100. Rohit Mills А 23750 Scooters India 0 10 Southern Petro Chem. % Tto 
199 Rohit Pulp & Paper B 19000 Searle (india) | 8 V) Souther Гоно chani des 
us es 5 
10 Rohtas Industrios C 480 B 10 Боите рого слети M 1138 
10 Rohtas Industrios D 475 D 10 Southern Steel C 400 
100 Rolcon Engg. А 22000 B 10 Southern Steel н - 10.00 
кыре en e AETR ЖЕ 
ners 
io бошап e 2S с EI RA 
10. Rollatainors na D 3200 В 100 Southern Trawling "10000 
10 Ronco Vickers India о 100 Bg. 10 Speceage Products о 750 
hpi 4 © аа c. 
s га 
E Са = 
il А га int 
10 R ini Motals D 2200 prine Чез Syn. ы 9 10 й eer 5 ВУ 
10 Rungamatce Tea C 25 Seshasayeo Paper B d edens Де giu 
10 Russel Const. C 344 100 Bi в 101.00 
10 Rustagi Trading B 5.00 Seshasayeo Papor Bg. 100 Standard Mills A 539.00 
$0 Rustom Mills A 160.00 Seshasayee Paper 100 Standard Mills B 57200 
10 Ruston & Hornsby B 2500 Seshasayeo Paper M 10 Standard Motors B 1025 
10 Ryam Sugar C. 369 Soven Seas B 10 Motors M 1800 
10 к Tea C 4200 Seven Seas D 16 ee 
5 5S. Ltd. С 575 Sh. Protein & Foods B 100 Star Company с 77.00 
10 5S. Ltd. D 687 Shah Construction A 50 Star Investment С 2475 
10 S.&S. Bushings Bg. 34.00 Shah Construction B 10 Machi A 1750 
10 Sa S auahia 2575 = Мазы Саш B 10 Star Machinery B 1925 
er es ede meae domm Ll 
. G. i aper 
10 S.N. Sunderson C 1425 Бе С 10 Star Paper D 1708 
10 S.N. Sunderson D 1300 Shalimar Paints с 10 Star Textile Eng. B 4100 
10 S.R. P. Tools M 1825 Shalimar Rope c 25 Star Trading Inv. C 1150 
о Бутел en В ав іш пир" oras 
', Tradi B 550 
E em RET p cp Coe 
100 апекі! В 18000 с 100 Stm Bank of Mysore М 105.00 
Фа затка Niro Baan c qe ceret aen M mn 
1 invest. Steel & Allied Prod. 
10 Soper invest B $m 5 10 Steel & Allied Prod. с 20 
10 Sahayak Finance н 190 M 10 Steel Complex B 75 
10 Sahney Paris н 10.00 с 10 Steel Complex M 890 
10 Sahu Jain D 10.19 Bg. v г Sorat) 
5 Sahu les с 250 ЗЧа Steel Products с 10 
100 Sajjan Mills Mp. 125.00 g 10 Steelocrete Consul, Bg. Tee 
10 Зајјаг ers 6.00 B 10 Sterling Steel A 
10 Sakthi Sugar 8 1550 D 10 Stewarts & Lloyds 
e Sugar G 10 Stone Platt Elec. C. 1350 
10 Salom-Erode Eloc. M 2000 10 - A 4000 
Huge m H Hem come 
10 Sandoz еч B 46.00 P 10 Screens 8 4100 
10. Sandur Manganese Bg. 12.00 A : 
100 Sandur Mangan: 100.00 190 Straw Products “В 300 
langaneso : 
100 ik Asia Fg 395.00 H 10 Products с 5090 
10 Saneh Industrial C 600 c +10 Straw Products О 5200 
10 Sangam invest. с 50 с 10 Stretch Fibres ` B 12.25 
2 Sangamoshwar Coffea Bg. 410 D 3 iw 
10 f 
2 Su hwar Coffea м 380 Bg: 10 Subhsrea Petrochem. с 208 
10 Sa Investment с 308 10 А: 1350 
19 Sankey Wheels 2 19 B 1080 1 Sudarshan Che 8 wp 
з 0 Е 
10 Senkheshwer Holding D 500 B 15500 A 
> 10 D 1337 
10 Ѕарої Tea с 8930 Digvijay Cement D 157.00 
8 Saran Enginooring C 825 Shri Davila Wootten B 4500 та Suasson Ta Бекке давла 
д0 Sorengpur Cotton А 31500 eek x0 E ener CIA 
100 Soraspur Milis A 190.00 Shri Dinesh Mills B 370.00 50 с 205 
10 Saraswathi Toxtile M 225 C. 305 10 Sukhjit Starch р 128 
100 Saraswati D 150.00 С 525 5 Sulfur india в 400 
ppl с eee oe ы 
10 Saraswati Steel D 550 С 550 10 Sunayanà investi с. 22 
10 Alloys B 1200 D 650 10 Abex "М 1528 
10 Alloys Bg. 14.40 Bg- 43.00 күнү 
10 Textile 10.00 269 M 2700 
10 Saru Engineering D 1.00 B 124 c su 


7. Refer footnote No. 1 on pago 139. 
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1-4-1981 


EQUITY SHARES QUOTATIONS AS ON 1-4-1981 IN RELATION TO ASSESSMENT YEAR 1993-94 AND ONWARDS? — (Contd.) 


Paid 
up 
2 Name - fpe 
1 
Rs. Rs. P. 


D 1600| 10 Teloija C 712| 10 Umang Industries C 206] 10 Vijay Spg. Mills H 1 
C 175| 10 Tengpani Tea C 2200| 10 UniLoids С 1000] 10 Viay Spy. Mills M 1600 
Bj. 250| 100 Tensile Steel A 5000| 10 UniAbex B 11.75 | 250 Vijay Textile A 290.00 
100 Tensile Steel B 5000| 10 Uni-Abox D 1200| 100 Vijayakumar Text. 
C 205| 10 Terpene ind. B 11.75 | 100 Unichem Lab. B 13100| 100  Vüsvalakshmi Toxt. M 19000 
10 Terpone Ind. D 1100| 10 Union Carbide C 2870| 10 layawada Bottling H 10.00 
Bg. 375.00 | 100 Testeets Ltd. А 39250| 100 Union Company C 7250| 10 Vikram Investment C 49% 
100.00 | 100 Техїоо! M 157.00 | 10 Union Home Prod Bg. 10.00 | 10 -Vikram Investment D 7% 
M 37200 | 10 Тегроге Tea C 13.25 | 100 Union Jute 2200| 10 Vikrant Tyres B 20 
| C 487 Thacker & Co. B 4500| 10 Unique Invest C зоо 
E ER—TI-EER ORE ENET | io утту HE | 
ics 
100 Supreme Industries B 57500 | 50 Thana Electric B 35.00 | 100 United Carbon B 25750] 10 Vinit Traders & Inv. сзи 
X» рен вр. 1000) 10 Таліне Ы | 10 Umed Cocca & $B] oo буйи М 7000 
à f 
100 Surat Textile A 5125 Ve алле 
10 Suri & Nayar В 2250| 10 Thirumalai Chem. B 2450| 10 United Flour с 962 
10 Suri & Nayar во. 2200/ 10 Thirumalai Chem. M 2500| 5 United India Credit C 350] 100 Vishnu Sugar ics 07900 
| 10 Suryalaxmi Milis н 400| 10 Tide Water Oil м 2625 | 10 United Nigin Toa M ises | 10 Vitroc Electronics D 212 
10 Suryodaya Invest. B 630| 10 Tiffin's Barytes M 935| 10 United Prov. Sugar C 437 | 250 Vivekananda Mills А 515.00 
10 Susma md & Irves. С 487) 10 Tiger Locts D 362] 100 United Wire Ropes B 39,00 | 190 Voltas Limited 6720400 
10 Sute| Conon D 2175| 10 Tinnevelty Tuti. Tea. M 1450 | 10 Universal Cables B 6400] 25 isa Bank Bg. 2% 
10 Sutna Stone Lime C 525| 10 . B 825 | 10 Universal Cables С 67.50 | 50 Vysya Bank Bg. 83.00 
100 Svadeshi Mills B 187.00 10 Tingutla Dev. € НУ 10 Universal Conv. B 7200 10 W.G. Forge B 1000 
с v a бё ni E „ ©з 
110 Soni Trading , B 0525] 10 Tirihannah Tea C 3500| 25 Universal Dyestu A 3500, 150 W.H. Brady B 4000 
оо quedes Commerce c 67.00 100 Tirumurti Textile M 4000] 25 Universal Dyestuff B 3500 30 M te anon Co. D M 
10 Swadeshi D 350| 10 Tirupati Invest. с 244] 10 Universal Electric c 2825] 10 W. S. Insulators M 3800 
Н 10 Swadeshi Cotton (К) в 1200| £1 Titaghur Jute C G80] 10 Universal Glass D 437 | 100 Wali [ 
КО з ш уш ciel ere 
3 . Trust 
ieee шшш. ты|ршы ШЫ Gees | ed 
10 Swadeshi Polytex B 1700 Р : unde Мынаа 820009 
10 Swadeshi Polytex . 1725 | 10 Toshiba Anand Batteries р 2250] 10 Universal Pi 30 warmer iindern Bs 
i 10 Swadeshi Polytex е 02 10 Toshiba Anand Banories М 3450| 10 Universal Steel 5 BE e йрт H0) 
10 Swadeshi Polytex D 1275| 10 Toshiba Anand Lamp M 1220| 10 Universel Tyres 5 1400 
р „40 | 10 Universal Tyres D 1600 
10 Swadeshi Polyx M 1700| 10 Toyo Invest C . 450| 10 Universal Wires С 1039| 19 утеп тег С 2050 
‘ 110 Swadeshi Potvtex Mp. 17.00 | 10 Trackpans of india D 1000| 10 Universal Wires Н aso) 2 Wan huh) Сонее ey 36 
100 Swen Миӊ В 24500| 10 Tractors (India) B 39.00 | 100 Upper Doab Sugar B 1 Waverley Inv. C 345 
100 Swan Mills С 22800) 10 Tractors (ind С 3125 | 100 Upper Doab Sugar D 4375| 10 Митар METTI 
10 а i D в56| 10 Hi Е дз Upper Ganges Sugar С : 
10 Swank Rubber B 476| 10 Transasia Carpets B Ly үүт M .500| 10 welcastSteels B 
10 Swastik Safe B 515| 10 T В 125] 10 URA ivea Couper С 2000| 10 Wolcast Steels “өз. 2500 
100 Swastik Textile В 10500 Cai A 515| 10 Wollman Incandesce р 7- 
10 Seta Industrial Inv. С 506 10 Transformers & Switch M 6.00] 10 Uri invest. в 5.20] „10 Wesco Engineers ы, E 1120 
Ѕумаліа & Laxman B 1750 ranspek Ind. A 2150| 10 Usha Alloys & Steel В 35.00 | 100 West Coast Paper B 107.50 
w Syivania & Laxman D 1675 | 10 Transpek ind. B 1600] 10 Usha Alloys & Steel C 36.25 | 100 Wost Coast Paper Bg. 110,00 
100 Synthetics & Chemicals Н 9300 10 Торот сита В 26.00 10 узна лоте 0 бон 0 3400 100 West Coast Ра 
їс С 1050 C 11050 
10 Transport Bg. 2450| 10 oh 10 West 
10 T.K Chem. в 400 Forgings D 075 4 егп Bengal Coal C 1044 
00 Westorn 
10 Нш В 15.85 10 iTransport Согра, С 25.00] 10 Usha Martin Black в 1900] 10 Wester India Erectors 8 жо 
mu zws| 10 прок Согрп Н 45.00] 10 Usha Martin Black С 30.00 |: 10 Western India Glass в 300 
2 a Re elm en шы Бык ET шкы A 
е WE кшш) ушеш а шоган аа 
D 7375 Я егп у. . 140.06 
100 Tak 93.00 З 100 Wi 
pn ULL A 10 Travancore Ogale M 375| 10 Usha Telehoist C 35.62] 10 Western Ministeri M rr 
Tek Mach B 10750 псоге Rayons B БЕ5| 10 Uttar Pradesh Hotels B 250| 10 West lec B 2800 
Bg TEE 00| 10 Travancore Bayons М „778| 10 tar Pradon NEN Le 8 a 
10 Talbros Automotive D 2225| 10 Travancore Sugar M 400 A s D 469 
10 Tri-Sure 10 Wheels India „ 17.60 
100 Tamilnadu Card M 100.00 B 1150| 100 V.S. T. Tillers Tractor , 2600| 10 Whe 2425 
10 Tamilnadu Chromates M Er 10 Tribeni Tissues с zxis| 99 умна Tractor ч 3500| 10 Wo "а a 8.75 
100 Tan India Wattle M 105.00 | 10 Trichinopoly Text. M 2215] 10 Vsikundam Rubber M 37:50 | 10 Whitco B `875 
10 T Inv. C 19299 | 100 Trichy Distilleries M 13:75] 10 Vaishali Bleach A `600| 100 Widia (Indis) В 480.00 
100 Torun Mills А 19700 10 Trichy Stel Roling M Йо E Vankatesa Im Invest. D 1600 100 Widia (India) Bg. 25200 
i Chemicals atves . 1000 
10 Triveni Engineering Е: 100 Widia (India) M 415.00 
10 Tata Chemicals 11.50 | 10 Vardi 2 
100 Tata Eng. & Loco. А 40000 10 l Engineering D 10 Vardhman Seo D 10 Willard (india) B uz 
100 Tata Eng. & Loco. В 47100| 10 Triveni Sheet Glass B iaso] 10 Varistha D 1000| 10 Wimco B 1825 
10 Tata Eng. & Loco. Bg. 476.00 10 Triveni Sheet Glass С 1200 10 Vasana Теке M 570] 10 Wimco В 1226 
100 Tea End a осо. Бо 10 Тие inves M 500) 10 Vatir Sultan Tobacco B 1800 : Mx D 1587 
100 Tata Eng. & Loco. M 47200 be Investment Bg. 1950] 10 Vazi тоте іп. с E 
ua Teta Fray B 1600] 10 investment M 1910| 10 Vazir Sultan Tobacco 5 1652 100 Wipro Fondas HEC 
100 a PAY C 1500 0. 5и M 1000 30 Vazir Suttan Тоба; Н 15.75) 100 Paper A 240.00 
Hydro-Elec. 10 Tubes ables leecee Cementol 
100 Tata гоп & Steel А 10700) то Tuan kuan м 875] 10 Veca shed С 400] 10 Wood с А 2850 
f 100 Tata iron & Steel в 1325 Te уе. z уз Чеш Rubber $ mm) 0 vou gone 
100 Teta Iron & Steel c 13809 | 10 Tungsbhadraind. Дш жу E м 2 
i 125 Te Oi Milis В 7850| 10 Tungebhadra ind с H ge 10 Woolcombers of naa — € 1262 
" а 
» Tata Robin Fraser B 10900) 10 Tungabhadra I H M з 10 Woolcombers of India D 1682 
25 Таа Тебе Е | 10 туюнт M B 2150] 50 Yamuna Synd D 00 
100 Tata Yodogawa в 18250] 10 Toon Tea c ded 119 Yasman Deepak С 28 
10 TeaEsies M 3075| 10 ULL Bearings в в 2200| 100 Yemmiganur Spg. Н 6000 
10 Technical Associates С ZRI io UP SER D 3p. 1050, 100 Zendu Pharmaceuticals В 10200 
{ = м Ti D TOt 100 Zel B 255.00 
| M M в 4920 | 10 Zenith Steel Pipes B 4200 
| " By. B 1500| 10 Zephyr Invest. Сс 33 
| м 10 Zuari-Agro B xS 
M H B. Er C 3025 
10 2шап-Арго D 3100 
M 13600| 10 Zuari-Agro M 2575 
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147 OTHER SOURCES 
DIVIDENDS 


1. INCOME FROM OTHER SOURCES 
[From assessment year 1991-92 and onwards] 


Section 56(1) of the Income-tax Act lays down that income of every kind which is not to be excluded from 


the total income and which is not chargeable under any of the heads specified in section 14 shall be chargeable 
to income-tax under the residuary head "Income from other sources". 


Income from "Interest on securities" will be assessed under this head, if it is not chargeable to tax under 
the head "Profits and gains of business or profession" [Vide section 56(2)(id)]. 


_ Section 56(2) enacts that in particular, and without prejudice to the generality of the provisions of sub- 
section (1), the following incomes shall be chargeable under the head “Income from other sources”. 


(i) Dividends 

[Section 56(2)(i)] " 

A comprehensive definition of dividend is given іп section 2(22). Dividend income arises from ownership 

of shares of companies. Shares may be held as investment or as stock-in-trade. Under section 8(a), dividend is 
deemed to be the income of the previous year in which it is declared, distributed or paid. The date of accrual of 
the dividend is therefore taken to be the date on which it is declared at the annual general meeting of the 
company. Under section 8(b), interim dividend shall be deemed to be the income of the year in which the 
amount of such dividend is unconditionally made available by the company to the shareholders. Under section 
194, tax is to be deducted at source from any payment of dividend at the rates in force, i.c., the rate or rates 
specified in this behalf in Part II of the Finance Act of the relevant year. Though the dividend is paid to a 
shareholder "net" after deduction of tax, the amount chargeable to tax is the gross amount of the dividend and 
not the net. This is because under section 198, the tax deducted at source in accordance with the provisions of 
sections 199 to 195 is deemed to be the income received. However; the dividend received from a foreign 
company is to be taxed net and not gross as there is no provision in the Income-tax Act under which the 
deduction of foreign tax is deemed to be the income received. 


It may be noted that the dividend is to be taxed in the hands of the person whose name appears as a 
shareholder on the company's register of shareholders at the time when the dividend is declared even though he 
may not have been the owner of the shares of the entire period for which the dividend is declared. 

DEDUCTIONS TO BE MADE FROM DIVIDEND INCOME: 


(i) Any reasonable sum by way of commission or remuneration (called collection charges) paid for 
realising the dividend on behalf of the assessee. 


(ii) Interest on loans taken for purchasing shares. n 


CREDIT FOR TAX DEDUCTED AT SOURCE FROM DIVIDENDS (SECTION 199): 

(i) Where the income of any shareholder is included in the total income of another person either under 
sections 60, 61, 64, 93 or section 94 the credit for tax deducted at source will be given to such other person. 

(ii) Where the dividend is assessable in the hands of beneficial owner other than the registered 
shareholder, the credit will be given to the beneficial owner on furnishing of declaration in Form No. 15B as 
prescribed under Rule 30A(2) by the registered shareholder and by the person claiming credit. — 

(iii) Where any shares are owned jointly by two or more persons not constituting a partnership, credit is to 
be given to each person in the same proportion in which dividend on such share is assessable as his income (2nd _ 
proviso to section 199). = 

NO DEDUCTION OF TAX TO BE MADE IN CERTAIN CASES: 

To avoid inconvenience and hardship to a large number of small investors whose tax on estimated income 
is nil, section 197A provides that, income-tax shall not be deducted at source from dividend income in the case of 
a resident individual if he furnishes a declaration in writing in duplicate in the prescribed Form No. 15G to the 
payer of such income to the effect that the tax on his estimated total income for the relevant year will be nil. The 
person responsible for making payment is required to deliver one copy of such declaration to the Chief 
Commissioner or Gommissioner on or before 7th day of the month next following the month in which the 
declaration is furnished to him. | 


RELAXATION IN RESPECT OF DEDUCTION OF TAX AT SOURCE FROM DIVIDEND 
UPTO SPECIFIED LIMIT: ges S x 

No tax shall be deducted at source from dividend income subject to the following conditions: ~ 
(1) the dividend is payable to an individual, who is resident in India; { um: cy d 

(2) the dividend is paid by a company in which the public are substantially interested; : — аге 

(3) the dividend is paid by the company Бу ап account payee cheque drawn on a bank; and 5 
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INT. ON SECURITIES 


ivi istri id or likely to be distributed or ! 
4) u te of the amounts of such dividend distributed or pai с | 
paid ue the financial year by the company to such individual does not exceed Rs. 2,500 [1st proviso to 
section 194]. 


(ii) Winnings from lotteries, crossword puzzles, races, card games, etc.: 
[Section 56(2)(ib)] 


Winnings from lotteries, crossword puzzles, races, card games, ctc. will be exempt upto Rs. 5,000 u/s. 
10(3). Hane. in respect of winnings dela races including horse races, (1) from 1-10-1991 to see pert 
basic exemption of Rs. 5,000/- is not available, & (2) from 1-4-1992 & onwards, the basic адан will be | 
limited to Rs. 2,500 [proviso to section 10(3) ]. Such winnings: (1) from 1-10-1991 to 31-3-1992, will be fully | 
taxable & (2) from 1-4-1992 & onwards, in excess of Rs. 2,500 will be taxable, at the flat rate of 40%! under section | 
115BB and tax will be deducted at source from such winnings in excess of Rs. 2,500 u/s. 194BB. The other 
winnings (i.e. other than winnings from races including horse races) in excess of Rs. 5,000 will be taxed at the flat 
rate of 40%! u/s. 115BB and tax will be deducted at source from such winnings in excess of Rs. 5,000 u/s. 194B. 
| 
| 


No deduction in respect of any expenditure is allowable from the winnings. However, expenditure on 
maintaining horses for running in horse races will be allowed in computing the income of the owner of race 
horses [Section 58(4)]. 


(iii) Income from interest on securities: 
[Section 56(2)(id)] 
Income from "Interest on securities" will be chargeable under the head "Profits and gains of business or 


profession", if the securities are held as stock-in-trade. If they are held as investment, the interest therefrom will 
be chargeable under the head “Income from other sources". 


As in case of dividend income, any reasonable sum by way of commission or collection charges for 
realising the income and interest on moneys borrowed for the purpose of investment in securities will be allowed 
as deduction. Interest on securities is chargeable on accrual basis, where no method of accounting is regularly 


employed. However, where it is not so charged on accrual basis, it will be charged on receipt basis [2nd & 3rd 
provisos to section 145(1)]. Е 


ут ит жее 


(а) Section 193 provides that, the person responsible for paying any income by way of interest on 
securities, shall at the time of credit of such income to the account of payee or at the time of payment thereof in 
cash or by issue of a cheque or draft or by any other mode, whichever is earlier, deduct income-tax at the rates in 
force which are specified in Part П of the First Schedule to the Finance Act: 


(b) Under section 208, a certificate of tax deduction in the prescribed Form No. 16A will be issued by the 


person paying the interest on debentures or other securities to the owner thereof to enable him to claim credit for 
the tax deducted at source. 


(c) Where any security is owned jointly by two or more 
payment shall be deemed to have been made on behalf of, and the 
such person in the same proportion in which the in 
i Proviso to section 199). 


LIABILITY TO DEDUCT TAX, ETC.: 
persons not constituting a partnership, the’ 
credit of tax deduction shall be given to, each 
terest on such security is assessable as his income (Refer 2nd: | 
RELAXATION IN RESPECT OF DEDUCTION .OF TAX AT SOURGE 
FROM INTEREST ON DEBENTURES UPTO SPECIFIED LIMIT: 


| 
| 
Clause (v) of proviso to section 193 provides that no. tax shall be deducted i 

debentures subject to the following сене ар отара | 


(1) the interest is payable to an individual, who is resident in India; 


(2) the interest is paid by a company in which the 
debentures are listed on a recognised stock exchange; 

(3) the interest is paid by the company by an account payee cheque drawn on a bank: and 
(4) the aggregate of the amounts of such i terest paid or li i 1 е 
| the company to such individual does not саа Rs 21500. dy to Бера! oos financial yen 


public are substantially interested and the 


4 Y ex n үсеше yan 1991-92 to 1994-95, income-tax 
tax (i.e. 4. in the case of a domestic company, surcha 1 
Finance Act, 1999 and the Finance Act, 1993] For the ыр 1995-96 here [Refer section 2(8) of the Finance (No. 2) Act, 1991, the 
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NO DEDUCTION OF TAX TO BE MADE IN CERTAIN CASES: 

To avoid inconvenience and hardship to a large number of small investors whose tax on estimated income 
is nil, section 197A provides that income-tax shall not be deducted at source from interest on securities in the 
case of a resident individual if he furnishes a declaration in writing in duplicate in the prescribed Form No. 15F 
to the payer of such income to the effect that the tax on his estimated total income for the relevant year will be nil. 
The person responsible for making payment is required to deliver one copy of such declaration to the Chief 


Commissioner or Commissioner on or before 7th day of the month next following the month in which the 
declaration is furnished to him. 


(iv) Income from machinery, plant or furniture let on hire: 
i [Section 56(2)(ii) 8 (iii)] 
Where an assessee lets on hire machinery, plant or furniture belonging to him and also buildings and the 


' letting of buildings is inseparable from the letting of the said machinery, plant or furniture, the income from 


such letting, if it is not chargeable to income-tax under the head "Profits and gains of business or profession", 
shall be chargeable under the head "Income from other sources". 


(у) Other miscellaneous receipts falling under the head *Income from other sources": 

(а) Interest on bank deposits and loans (not being interest arising out of money lending business), 
interest received on excess payments of advance tax under section 214/244A or on delayed refunds under 
sections 243/244/244A or under the various provisions of the Incomc-tax and other taxation acts. 

(6) . Director's fees from a company, director's commission for standing as a guarantor to bankers for 
allowing overdraft to the company and director's commission for underwriting shares of a new company. 

(c) Income from ground rents. 

(d) Income from royalties in general. А 

(е). Any,sum received by the assessee from his employees as contributions to any provident fund ог 
superannuation fund or any fund set up under the Employees' State Insurance Act or any other fund for the 
welfare of such employees, if such sum is not taxable under the head "Profits and gains of business or 
profession". 

(vi) Method of accounting in respect of “Income from other sources”: 


Under section 145(1), income under this head is to be computed in accordance with the method of 
accounting regularly employed by the assessee. Thus accounts may be maintained on cash or mercantile basis. 


` (vii) Deductions to be made from “Income from other sources”: 
` (Section 57) i 
The following deductions are allowed for computing income under the head “Income from other 
sources”: à 


(1) In respect of income from machinery, plant or furniture, ctc. belonging to the assessee and let on 
hire, the deductions permissible are: : i 
(a) amount paid on account of current repairs to the premises [Section 30(a)(ii)]; 
(6) amount paid on account of current repairs to machinery, plant or furniture and premium 
paid in respect of insurance against risk of damage or destruction thereof (Section 31); 
(c) the amount of any premium paid in respect of insurance against risk of damage or 
destruction of the premises [Section 30(c)]; 
(d) depreciation in respect of building, machinery, plant or furniture [Section 32(1) and 
32(1A)]; TL 
(e) benefit of unabsorbed depreciation [Section 32(2)]. 
(2) In respect of income in the nature of family pension, a deduction of a sum equal to 331/596 of such 
income or Rs. 12,000, whichever is less. i 
(3) In respect of contributions received for provident fund, etc. [refer item (у)(е) above] the 
deduction of the same will be allowed only if such sum is credited by the assessee to the employee's 
account in relevant fund on or’before the due date, i.e., the date by which the assessee is required as an 
employer to credit such contribution to the employee's account under the provisions of any law or term of 
contract or otherwise. | 
(4) Any other expenditure (not being in the nature of capital expenditure) laid out or expended 
wholly or exclusively for the purposes of making or earning such income. ; 56. ‹ 
(viii) Unexplained cash credits: 
(Section 68) SEE 
Where any sum is found credited in the books of the assessee for any previous year and no satisfactory explanation is 
offered to the Assessing Officer about the nature and source thereof, itis liable to be assessed as the income of that previous year. - 
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taken er repaid on or alter 1-1-1989 [Circular No. 522, dated 18th August, 1988. 173 ITR (St) 44] ary limit will apply to all loans/deposits 
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OTHER SOURCES 150 : 
(ix) Unrecorded investments: | 
(Section 69) 

Ifin any financial year preceding the assessment year, an assessee has made investments which are not recorded in the 
books of account, the value of such investments may be deemed to be the income of the assessee for such financial year if no 
satisfactory explanation is offered to the Assessing Officer about the nature and source of such investments. Even in cases where 
the assessce has maintained books of account for a different previous year (other than financial year) such amount is taxable as 


income of the said financial year. 


(x) Unrecorded money, bullion, jewellery, etc.: 
(Section 69A) 

Where in any financial year the assessee is found to be the owner of any money, bullion, jewellery orothervaluablearticle | 
which are not recorded in the books of account, if any, maintained by him for any source of income, and the assessee offers по | 
satisfactory explanation to the Assessing Officer about the nature and source of acquisition, the money and the value of such 
bullion, jewellery or other valuable article may be deemed to be the income of the assessee of that financial усаг. 


(Section 69B) 


Where in any financial year the assessee has made investment or is found to be the owner of any bullion, jewellery or other 
valuable article, and the Assessing Officer finds that the amount expended on making such investments or in acquiring such 
bullion, jewellery or other valuable article exceeds the amount recorded in the books of account maintained by the assessee, and 
the assessee offers no explanation about such excess amount or the explanation offered by him is not, in the opinion of the 


(xi) Unexplained investments: 
1 
с | 
Assessing Officer, satisfactory, the excess amount may be deemed to be the income of the аѕѕеѕѕес for such financial year. | 


(xii) Unexplained expenditure: 
(Section 69C) і 
Where an аззеззее has incurred any expenditure in any financial year and he is unable to offer any satisfactory explanation 
in respect of the source of such expenditure or part thereof, such unexplained expenditure or part thereof, may be deemed to be 
the income of the assessee for such financial year. 


(xiii) Hundi loans and interest thereon obtained or repaid otherwise than 
through an account payee cheque: 
(Section 69D) 

A hundi loan obtained or repaid (including interest on such borrowing) otherwise than through an account payee cheque 
drawn on a bank shall be deeined to be the income of the borrower for the previous year in which the amount was borrowed or 
repaid. 

TR This section is not applicable to certain types of Darshani hundi transactions [Vide Circular No. 221 dated 6-6-1977—108 
ITR (St.) 10]. 


“ge 


2. MODE OF TAKING OR ACCEPTING CERTAIN LOANS OR DEPOSITS: 
[Sections 269SS, 269T, 2710 & 271E] 


Section 26955 of the Income-tax Act provides that, after 30th June, 1984, no person shall take or accept 


any loan or deposit from any other person (referred to as the depositor) except b t ch 
account payee bank draft, in the following cases: * Rea a т c rM 


(i) where the amount of such loan or deposit or the aggregate amount of such 1 it taken 
or accepted from the depositor is Rs. 20,000? or more; Ee such igamorideposititase 


(1) where on the date of taking or accepting such loan or deposit, any earlier loan or deposit taken or 
accepted from the depositor and remaining unpaid on the date is Rs. 20,000? or more; 


(iii) where the amount of such loan or deposit taken together with the aggregate amount remaining + 


unpaid on the date on which such loan or deposit is proposed to be taken or accepted is Rs. 20,000* or 
шоге; e 


"The above provision will, however, not apply to any loan or deposi 
ins ‚ t posit taken or accepted from, or any loan or 
deposit taken or accepted by (a) Government; (b) any banking company, post office mul gs Dank oreo peraire 
bank; (c) any corporation established by a Central, State or Provincial Act; (d) any Government company 2$ 
defined in section 617 of the Companies Act, 1956; (e) such other institution, association or роду or class of 


institutions, associations or bodies which the Central Government may notify in this behalf in the Official 


Gazette; (1) where the lender and borrower have agri i i 
З E ave agricultural income and neither of the i i 
chargeable to tax under the Income-tax Act. E шс оеш пу пеш 


2. "Ihe monetary limit increased from Rs, 10,000 to Rs. 20,000 w.e.£ 1-4-1989. The increased monet 


"S4—— 


! 
i 
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W.e.f. 1-4-1989, for non-compliance with the provisions of section 26955, penalty equal to the amount of 
the loan or deposit taken is leviable u/s. 271D. 


Repayment of deposit? together with or without interest or interest alone’ exceeding Rs. 20,0005 are to be 
made by an account payee cheque or by an account payee bank draft [Section 269T]. From 1-4-1989 this 
provision will be applicable to all persons such as individual, H.U.F., A.O.P., company, co-operative society, firm, 


etc. W.e.[. 1-4-1989, for non-compliance with this provision a penalty equal to the amount of deposit repaid will 
be levied u/s. 271E. 


3. RETURN OF INCOME 
(i) Voluntary return: 
[Section 139(1)] 


The due dates for filing of return of income for various categories of assessees are as under: 
(4) FROM ASSESSMENT YEAR 1994-95 AND ONWARDS: 


(1) Where the assessee is a company 55 co oc ys as z op ác By 30th November 
(2)  Wheretheassessec is a person, other than a company: 


(а) @ who is required to get his accounts audited under the Income-tax Act or any other law, or 
(ii) where the report of an accountant is required to be furnished u/s. ЗОННС or 80HHD, ог 
(1) a co-operative society s$ 55 Ps on E ac 55 on By 31st October 


(b) deriving income from business or profession and is not required to get his accounts audited as 


stated in (2)(a) above a oc 25 Ву 31st August 
‚ (3) Inany other case other than (1) & (2)(a)&(2)(b) above S ^o 33 án aa By 30th June. 
(B) FOR ASSESSMENT YEARS 1991-92 TO 1993-94: 
(1)  Wheretheassessec is a company Ac ac 55 ác 2с Ss Bo zs By 31st December 


(2) Where the assessec is a person, other than a company: 
(а) (1) who is required to get his accounts audited under the Income-tax Act or any other law, or 
(ii) upto assessment year 1992-93, in the case of a partner ofa firm where the accounts of the firm 
are required to be so audited, or (iii) where the report ofan accountant is required to be furnished 


ws. S0HHC or 80HHD, or (iv) a co-operative society .. Ho ae dic ac nc By 31st October 
(b) deriving income from business or profession and is not required to get his accounts audited as 
stated in (2)(a) above 57 Ba dn we wre Lin By 31st August: 


(3) Inanyother case other than (1), (2)(2) & (2)(b) above ie 43 o ne os 22 By 30th June. 

The above dates are mandatory. The Assessing Officer does not have power to extend the due dates 
mentioned above. Assessing Officer will not issue notice under section 139 requiring the assessee to furnish the 
return of income. But he may issue such a notice under section 142(1)(i), if the assessee has not filed a return 
within the time allowed as above. To illustrate, if the return of income for the assessment year 1994-95 is not filed 
by 30-6-1994, by an assessee falling under (A)(3) above, Assessing Officer may issue notice u/s. 142(1)(i), to the 
assessee to furnish the said return of income, on or after 1-7-1994. 


Where an assessee files a return of income after the due dates mentioned above, interest at the rate of 2% 
for every month or part of a month of the delay in filing return will be levied u/s. 234A in the manner explained 
in item 1(a) on page 165. 

It may be noted that, in view of omission of section 139(10) w.e.f. 1-4-1991, return of income below taxable 
limit is to be filed by an assessee in relation to assessment year 1991-92 and subsequent years. 

(ii) Loss return: 
[Section 139(3) read with Section 80] 

If any person has suffered a loss in any previous year under the head "Profits or gains of business or 
profession" or under the head "Capital gains" and claims that the loss be carried forward and set off against the 
profits under the same head for the subsequent assessment year, then, he must file the return of income showing 
the loss within the time allowed under section 139(1) [i.e. by the due date for furnishing the return], failing which 
he would forfeit his right to the carry forward of the loss to succeeding year(s). For further details regarding carry 
forward of loss, refer page 157. 


3. Where a “Kachcha Arhatiya” sells goods belonging to agriculturist, the sale proceeds thereof which remain with him cannot be regarded 
as a deposit made by the agriculturist with the “Kachcha Arhatiya" [Circular No. 556, dt. 93-9-1990. 183 ITR (St) 92]. s 

4. The payment of interest of Rs. 20,000 or more, will have to be made in the manner provided in section 369T|Circular No. 479, dated — 
16th January, 1987.164 ITR (50) 154]. 00; | С 

5. Тһе monetary limit increased from Ёз. 10,000 to Rs. 20,000 w.e.f. 1-4-1989. "The increased limit will apply to all deposits repaid on or 
after 1-4-1989 [Circular No. 522, dt. 18-8-1988. 173 ITR (St.) 44]. ge A х NE ue 

s г 1993-94, due date for filing return of income, in the casc of a wo partner entitled to receiveremunerationasa _ 

раты УЕ) Ык of the firm e accounts are required to be audited ws. 44AB, is extended to 31-10-93 [Notificatio ges 
No, S.O. 1986, dt. 26-8-1993. 205 TTR (St) 78]. ` 7 
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| (iii) Belated return: 
[Section 139(4)] 
i i i i to notice und 

If an assessec has not furnished a return of income under section 139(1) or in response er 
section 149(1)00, he may furnish the return at any time before the expiry of one year from the end of the relevant 
assessment year or before the completion of the assessment, whichever is earlier. 

The assessee will be liable to pay interest under section 234A, for the period of delay. No penalty is . 
leviable [Refer Interest Chart on page 169]. | 


| (iv) Revised return: 
[Section 139(5)] 


If after furnishing a return, any omission or wrong statement is discovered, a revised return can be filed | 
| under section 139(5) at any time before the expiry of one year from the end of the relevant assessment year or 
before the completion of the assessment, whichever is earlier. No interest under section 234A is chargeable on 
the basis of the date of filing of the revised return. 


| (v) Defective return: 

| [Section 139(9)] ^ 

| The procedure for assessment as laid down in Chapter XIV of the Income-tax Act starts with the filing of 
return of income under the provisions of section 139. It is, therefore, essential that the return filed should be 
correct and complete in all respects and should be accompanied by prescribed statements and copies of accounts | 
and proofs in respect of tax deducted at source and the advance tax and tax on self-assessment, if any, claimed to 
have been paid. dts 


i 

| 

' Where the Assessing Officer considers that the return of income furnished by the assessee is defective, he 

d may intimate the defect to the assessee for rectifying the same within 15 days from the date of such intimation or | 

within such further period which he may grant, on an application made in this behalf. If the defect is not rectified | 
within the period allowed, the return filed will be treated as invalid and the assessee would render himself liable ! 

; to the resultant consequences such as ex-parte assessment, interest for non-submission of a valid return, etc. The | 
requirements which will have to be fulfilled in order to ensure that a return is not considered to be defective are : 

| mentioned in the Explanation to sub-section (9) given hereafter. It will, therefore, be in the interest of the assessee 

1 to conform to the specified requirements in order to avoid any penal actions consequent on the filing of a 

defective return. 


However, where the defect is rectified after the expiry of 15 days or extended time allowed by the 
Assessing Officer but before the assessment is made, the Assessing Officer may condone the delay and treat the 
return as a valid return. 4 : 


j REQUIREMENTS TO BE FULFILLED UNDER EXPLANATION TO SECTION 139(9): 
: А return of income shall be regarded as defective unless all the following conditions are fulfilled: 


(i) the annexures, statements and columns in the return of income relating to computation of 


income chargeable under each head of income, computation of gross total income and total income have . 
been duly filled in; 


. (ii) the return is accompanied by a statement showing the computation of the tax payable on Ше ' 
basis of the return; 


(iii) the return is accompanied by proof of the tax, if any, claimed to have been deducted at source ` 

and the advance tax and tax on self-assessment, if any, claimed to have been paid; 
_(iv) where regular books of account are maintained by the assessee. 
copies of— ; 


(a) manufacturing account, trading account fi i i 
гас » profit & loss account or income diture 
account or any other similar account and balance-sheet; ud ic 


(b) in the case of a proprietory business or profession, the personal 
the case of a firm or association of persons or body of individuals 
or members; and in the case of a partner or member of a firm or : 
personal account in the firm or association of persons; 


(v) where the accounts have been audited, the return is accompani i 

у anied by: i ed 

prom and јон: КОШЫ. Бе ed and the auditor's report, (2) Siete d ошеа 
T ondu h ot the Companies Act, 1956, also the report i 

_ an audit has been conducted u/s. 44AB of the Income-tax Act, also the S е Ж a vee 
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à (vi) where regular books of account are not maintained by the assessee, the return is accompanied 
yrs 
(a) a statement indicating the amounts of turnover or gross receipts, gross profit, expenses and 
nec profit of the business or profession and the basis on which such amounts have been computed; 
- an 


A (b) the list of sundry debtors, sundry creditors, stock-in-trade and cash balance as at the end of 
| the previous year. 
(vi) Return by whom to be signed: 
[Section 140] 
The following persons should sign and verify the return of income: 
(a) In the case of an individual— А i 
(1) by the individual himself; or 
(2) if he is absent from India, by a person duly authorised by him’; or Ў 
(3) ifhe is mentally incapacitated, by his guardian or any person competent to act on his behalf; 
or 
l na) if it is not possible for the individual to sign for any other reason, by a person duly authorised 
yy him". | 
(b) In the case of a Hindu undivided family, by the karta. If he is absent from, India or is mentally 
incapacitated, by any other adult member of such family. ; 

(c) In the case of a company, by the managing director. If for any unavoidable reason he is unable to 
sign or where there is no managing director, by any director. If the company is not résident in India, by 
a person holding a valid power of attorney which shall be attached to the return. If the company is in 
liquidation, by the liquidator referred to in section 178(1). If the company is taken over by the Central ог 
State Government, by the principal officer thereof. ; 

(d) In the casc of a firm, by the managing partner. If for any unavoidable reason he is unable to sign 
or where there is no managing partner, by any partner who is not a minor. 

(e) In the case of a local authority, by the:principal officer thereof. 

(Ё In the case of a political party referred to in section 139(4B), by the chief executive officer of such 
| arty. Nese od ilis A 
* Е (g) In the case of any other association, by any member or principal officer of the association. ' 

(h) In the case of any other person, by that person or by some person competent to act on his behalf. 


4. KINDS OF ASSESSMENTS UNDER THE INCOME-TAX ACT, 1961 
(i) Self-assessment: 
(Section 140A) 

Under section 140A(1), if any tax is payable on the basis of the return of income required to be furnished 
under section 139 or 142(1)(i)® or 148, then, such tax shall be paid before the filing of the return and the return 
shall be accompanied by proof of payment of such tax (i.e. a copy of the self-assessment challan). Interest, if any, 
payable for delayed filing of return of income u/s. 234A [Refer item l(a) on page 165] or for default or deferment 
in payment of advance tax u/s. 234B & 234C [Refer item (7)(i) & (ii) on pp. 281-283], such interest upto the date 
of furnishing the return also should be paid along with self-assessment tax. Where the amount paid as self- 
assessment falls short of tax and interest payable on the basis of return, the amount paid will be first adjusted 
against the interest and the balance, if any, against the tax payable. 1 
n For the failure to pay the self-assessment tax, the assessee would be deemed to be in default u/s. 140A(3) 


and recovery proceedings would be initiated against him. However, there is no provision to levy penalty for such 
default under the substituted section 140A(3). 


(ii) Regular assessment: 
(Sections 143 & 144) 
4 Regular assessment means the assessment made under section 143(3) or section 144. 
(4) ACCEPTANCE OF RETURN WITHOUT CALLING THE ASSESSEE: 
[Section 143(1)] . А 
On filing of the return of income, if any tax and/or interest is found due on the basis of return, an 
intimation will be sent to the assessee demanding payment thereof. If the refund is found due, it will be granted 
to the assessee. The intimation demanding payment of tax and/or interest cannot be sent to the assessee after the 
expiry of two years from the end of the relevant assessment year. For computing tax or interest payable by, or 
refundable to, the assessce, the following adjustments will be made in the income or loss declared in the return: 


(1) any arithmetical errors in the return, accounts or documents accompanying it will be rectified; 


7. Authorised person should hold a valid power of attorney to do so and the same should be attached tothe return, и hif: s Б& = 
8. uper tax is also payable prior to filing of return of income in response to notice issued u/s. 142(1)0) by the Assessing Officer 
on or after 27-9-91. . 
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(2) any loss carried forward, deduction, allowance or relief, which on the basis of the information 
available in such return, accounts or documents, is prima facie admissible but which is not claimed in the 
return, will be allowed; | 

(3) any losscarried forward, deduction, allowance or relief claimed in the return, which, on the basis of 


the information available in such return, accounts or documents is prima facie inadmissible, will be * 


disallowed. This will include non-filing of either certificate from an accountant/institution concerned or 
proof of payment of tax, cess and other liabilities mentioned in section 43B (refer page 110) along with the 
return of income. The certificate/proof, if filed later, the intimation will not also be rectified to allow the 
deduction [Circular No. 581, dt. 28-9-90. 186 ITR (St.) 2 & Circular No. 601, dt. 4-6-91. 190 ТТК (St.) 4]. 
However, where evidence for payments referred to in the first proviso to section 43B (refer Note No. 5 on 


page 111), had been omitted to be furnished with the return, the Assessing Officer can entertain application - 


u/s. 154 for rectification of the intimation u/s. 143(1)(a) or order u/s. 143(3) [Circular No. 669, dt. 
95-10-1993. 204 ITR (St.) 105]. 
Where adjustments are made to the returned income as above, intimation will be sent to the assessee, even 


if no tax and/or interest is due after adjustments. 


It may be noted that there is no assessment proper at this stage. It is merely acceptance of the return with 


or without adjustments. The intimation of tax, etc. due sent is deemed to be a demand notice. 


If any variation to the returned income occurs due to: 
(a) Assessment u/s. 143(3) or 144, 
(b) Reassessment u/s, 147, 
(c) Rectification u/s. 154 or 155, 
(d) Appeals u/s. 250, 254, 260, or 262, 
(e) Revision u/s. 263 or 264, 
(f) Settlement u/s. 245D(4), 


(g) in a partner's case, variation of income in firm's case due to any of the forcgoing reasons (upto 
assessment year 1992-93), 


intimation for tax and/or interest due will be sent to the assessce within 4 years from the end of the financial year 
in which the order mentioned above was passed. Refund, if any, arising due to such variation will be granted to 
the assessee. 


Where as a result of the adjustments made referred in (1) to (3) above— 


(A) the income declared by the assessee in the return is increased, the Assessing Officer will further 
increase the amount of tax payable u/s. 143(1) by an additional incomc-tax calculated at the rate 2096 on 
the difference between the tax on total income so increased and the tax that would have been chargeable 
had such total income been reduced by the amount of adjustments and specify the additional income-tax 
in the intimation to be sent u/s. 143(1)(a)(i). : 

(B) the loss declared by the assessce in the return is reduced or is converted into income, the 
Assessing Officer will calculate a sum (i.e., additional income-tax) equal to 20% of the tax that would have 
been chargeable on the amount of adjustments as if it had been the total income of the assessee and 
specify the additional income-tax so calculated in the intimation to be sent u/s. 143(1)(a)(i). 


Where the refund is due to the assessee in such cases, the refund will be reduced by the amount of 


additional income tax calculated under (A) or (B) above. 


EXAMPLE: Income declared by Mr. A in the return of income for assessment year 1994-95 is Rs. 80,000. Income 


determined u/s. 143(1)(a) is Rs. 1,00,000 after the adjustment of Rs. 20,000 on account of inadmissible deduction which was 


calmed by Mr. Abutwhich isprima facie inadmissible. The additional income-tax payable on the adjustment made is to be worked 


Tax on Rs. 1,00,000 [Rs. 80,000 (returned income) plus Rs. 20,000 (adjustment)] (Refer page 213) (A) Rs. 19,000 . 
Quir em 


T: Rs. 80,000 [Rs. 1,00,0 i i j 
ease d [ 000 а ш tog WE тее КОО (аЧ/изипеги)] 


(B) Rs. 13,000 
рій Ь а і 
pi ESOS tax on Ré Ыр Gere 2) mg ых оп Ri 2000 аы B) [i.e., Rs. 19,000 6.000 
ea, ) BN ©) вы 00 
_ Additional income-tax (9 20% оп the difference оГ Rs. 6,000 (Refer C) (D Rs. 1,200 
а 1 


Aggregate of income-tax and additional income-ta : i “fi 
(Refer A) plus Rs. 1,200 (Refer D)] 2 5 ES on E 100000 meal а [Le., Rs. 19,000 


(E) Rs. 20,200 
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If in the above example, instead of income, loss of Rs. 20,000 was declared in the return and the amount ofadjustment was 
Rs. 60,000, then, additional income-tax payable is to be worked out as under: 

Total income determined u/s. 143(1)(a) [Rs. 60,000 (being amount of adjustment made less 

Rs. 20,000 (being loss declared in return)] 20 + Ys zs zs : as = Ез. 40,000 

As the loss declared in the return is converted into income, the amount of adjustment made Rs. 60,000 is deemed to be the 
total income and the additional income-tax and income-tax is to be computed as under: 

Tax Hor 60,000 [being the amount of adjustment made is deemed to be the total income] Refer 

page 212 e. ove 3c . КЕ йы an 26 zn -- m 


(A) Rs. 7,000 
Additional income-tax @ 20% of Rs. 7,000 [Refer A] ssi oo о... у. << (В) Вз. 1400 


Income-tax on Rs. 40,000 [Total income determined u/s. 143(1)(a) (Refer page 211) 50 .. (© Rs. 2,000 


ggregate of additional income-tax & income-tax on Rs. 40,000 total income [Rs. 1 ,400 (Refer B) 
plus Ёз. 2,000 (Refer С)] .. we ee was wp Rpt” л ыссы c (фу ш xv 


The additional income-tax will be increased or reduced, if the amount on which such additional income- 
tax was levied is increased or reduced consequent to regular assessment u/s. 143(3) or rectification or appeal or 
revision orders. It may be noted that interest chargeable under sections 234A and/or 234B is not payable on the _ 
amount of additional income-tax [Vide Explanation 2 to section 234A(1) & Explanation 3 to section 234B(1)]. 

The procedure outlined above will equally apply to a revised return filed u/s..139(5), after the issue of an 
intimation u/s. 143(1). The additional income-tax, if any leviable on the basis of revised return will also be levied, 
u/s. 143(1B). However, the additional income-tax already levied u/s. 143(1A) will not be reduced or cancelled on 
the basis that the assessee has shown the adjustments done u/s. 143(1)(a) in the revised return. 

W.e.f. 1-10-1991, under Explanation to section 143, the intimation sent to the assessee u/s. 143(1) or 
143(1B) has been made subject to the revisionary powers of the Commissioner u/s. 264 for granting relief to the 
assessee. 

W.e.f. 1-6-1994, under the amendment of Explanation to section 143, the intimation sent to the assessee 
u/s. 143(1) or 143(1B) is also an appealable order for the purposes of section 246. The amended provision will 
apply to all intimations received by the assessee on or after 1-6-1994. 


(B) ASSESSMENT AFTER HEARING THE ASSESSEE: 
[Section 143(3)] 

Wherc the Assessing Officer decides to scrutinise the return of income filed by the assessee, he will issue a 
notice under section 143(2) requiring the assessee either to attend his office or to produce, or to cause to be 
produced there, evidence in support of the return filed. Such a notice has to be served before the expiry of twelve 
months from the end of the month in which the return is furnished®. He may also call for the production of any 
accounts and documents by issuing notice under section ł42(1). 

It may be noted that having regard to the nature and complexity of accounts of the assessee and in the 
interests of the revenue, the Assessing Officer may direct the assessee, after obtaining previous approval of the 
Chief Commissioner or Commissioner to get the accounts audited by an accountant, nominated by the Chief 
Commissioner or Commissioner in this behalf, and to submit the report of such audit in the prescribed Form 
No. 6B duly signed and verified by such accountant [Section 142(24)]. 


The assessment shall then be made under section 143(3) on the basis of evidence produced or report of 
audit, as the case may be. On the basis of such assessment, the Assessing Officer will determine the sum payable 
by the assessee. For this purpose, the tax and/or interest paid by the assessee u/s. 143(1) will be deemed to have 
been paid towards such regular assessment. Where it is found that excess refund has been granted u/s. 143(1), it 
shall he recovered, treating it ах tax payable. The assessment so made is appealable, i 


(C) BEST JUDGMENT ASSESSMENT: 
(Section 144) : 
This is ап ex-parle assessment called the "best judgment assessment" and is made in the following 
circumstances: 
(i) failure to file return of income under section 139(1) or 139(4) or 139(5) ofthe Act; or —— 
(ii). failure to comply with all the terms of a notice under section 142(1); or failure to comply with - 
directions issued under section 142(2A); or ’ Ке? Э 
(iii) having filed the return of income, the assessee fails to comply with the terms of a notice issued 
under section 143(2). ' ee 
9. Prior to 1-10-1991, such a notice has to be served before the iry of the financial year in which the return is furnished or! 
expiry of 6 months from the end of the month in which the return is furnis ed, whichever is later. йч RUE 
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sessing Officer, after taking into account all relevant material and after giving the аѕѕеѕѕес an 
сезар being heard, will make te used. to the best of his judgment and determine the sum payable {| 
by (and not refundable to) the assessee on the basis of such assessment. Where a notice under section 142(1) had 
been issued to the assessee prior to making of an assessment under section 144, then, notice of opportunity of 
being heard as stated above will not be given by the Assessing Officer. , 


(D) APPEAL AGAINST EX-PARTE ASSESSMENT: 
(Sections 246 & 264) | 
The assessee will have the right to file an appeal against the ex-parte assessment to the Deputy Commissioner 
(Appeals)the Commissioner (Appeals) under section 246 or to file revision application under section 264 to the 


Commissioner. ` 
Section 249(4)(b) provides that an appeal against the ex-parte assessment order (where no return has been 
filed) shall not be admitted unless the assessċe has paid an amount equal to the amount of advance tax which was 
payable by him. 
This requirement can be waived by the Deputy Commissioner (Appeals)/Commissioner (Appeals) for any 
good and sufficient reasons, on an application being made by the appellant — — 


(iii) Reassessment: 
(Sections 147 to 151) > l |. 


Where the Assessing Officer has reason to believe that income assessable to tax has escaped assessment, he may | 
reopen the relevant assessment, after recording his reasons for doing so, by issue of notice under section 148 calling | | 
upon the assessee to file а return. Under section 149, the time limit for issue of such notice is as under: || 


(1) for assessment made u/s. 143(3) or 147": . 


(a) if income escaping assessment is _.. 4 years from the end of the relevant assessment year, 
less than Rs. 50,000 | 

(b) if income escaping assessment is .. 7 years from the end of the relevant assessment year, 
Rs. 50,000 or more but less than | 
Rs. 1,00,000 E | 

(c) ifincome escaping assessment is .. 10years from the спа of the relevant assessment year, `; 


Rs. 1,00,000 or more | 
(1) for any other assessment!!: ; 


(a) if income escaping assessment is .. 4years from the end of the relevant assessment year, | 
less than Rs. 25,000 

(b) if income escaping assessment is .. 7 years. from the end of the relevant assessment year, | 
Rs. 25,000 or more but less than i i 
Rs. 50,000 ' , у 

(с) ifincome escaping assessment is .. 10years from the end of the relevant assessment year. | 


Rs. 50,000 or more 


(iv) Time limit for completion of assessment or reassessment: 
us (Section 153) : | 
The time limit for the completion of assessment [under section 143 or 144] or assessment or reassessment 


(1) For assessment under section 143 or 144: assessment proceedings have to b leted mI 
two years from the end of the-relevant assessment year. р Е ee ЕП ыр n 


| 
Illustration: Suppose the return of income for the assessment year 1994-95 is filed by the assessee on 9-12-1994, | | 


ре мсп Оше? has to complete the assessment on or before 31-3-1997 provided notice u/s. 148(2) is served on ог ` 


(2) For assessment, reassessment or recomputation under section 147: assessment proceedings have | 


2g completed within two years from the end of the financial year in which notice under section 148 was į 


t с ссеріапсе of return ц/з. 143(1), the Assessi he Assistant 
Commissioner can issue the notice before the expiry of 4 years from the end of the relevant assessment Oe After the Sy е said years such 


issioner, The Deputy Commissioner, if he is the Assessing Officer, can issue the 
years from the end of the relevant. assessment. year [Seco 151(2)]. 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


| 157 І-т: 
| LOSSES 
| Section 153(2A) provides that where the original assessment made under section 144 is cancelled under 
'| section 146 or the original assessment is set aside or cancelled in appeal, then, the fresh assessment is to be made 
l! before the expiry of 2 years from the end of the financial year in which the original assessment was cancelled and 
'| in the case of assessment set aside in appeal, fresh assessment has to be completed before the expiry of 2 years 
- from the end of the financial year in which the order of the Deputy Commissioner (Appeals)/Commissioner 


(Appeals) or Appellate Tribunal is received by the Commissioner or Chief Commissioner or in which the order 
in revision is passed by the Chief Commissioner or Commissioner. 


(v) Rectification of mistake: 
(Section 154) 


| Section 154 provides that with a view to rectifying any mistake apparent from the record an income-tax 
authority referred to in section 116 may— 


(a) amend any order passed by it under the provisions of the Income-tax Act, 


(b) amend any intimation sent by it u/s. 143(1), or enhance or reduce the amount of refund granted 
by it under that section, 


within four years from the end of the financial year in which the order sought to be amended was passed. 


With effect from 14-5-1992, the Assessing Officer should pass the rectification order, to amend any intimation sent by him w/s. 143(1), 
within three months from the end of the month in which the assessec has filed the rectification application. If! the Assessing Officer does not pass the 
order within the said period, the assessee can file an appeal to the Deputy Commissioner (Appeals)/Commissioner (Appeals) under sections 246/249 

| read with proviso to section 154(2). In such cases, Board has clarified that, “the intimation ws, 143(1) should be deemed to have been served on 
{ the assessce (for this limited purpose) on the date following the expiry of the period of 3 months mentioned in the proviso under section 154(2) and 
| hence the limitation period of 30 days will start from that date [Vide Circular No. 668, dt. 20-10-1993. 204 ITR St.) 104]. 


; However, w.e.f. 1-6-1994, the proviso to section 154(2) has been omitted by the Finance Act, 1994. The 
‚| Assessing Officer can therefore rectify intimation within the normal time limit of 4 years prescribed u/s. 154(7). 
'; As such, assessees are advised to file an appeal u/s. 246 against the intimation. 


Where the rectification has the effect of enhancing an assessment or reducing the refund originally 
granted or otherwise increasing the liability of the assessee, a show cause notice is required to be issued to the 
assessee before the order of rectification is passed. : 


1 Where application for rectification has been filed'by the assessee within the statutory time limit but was not 
| disposed off by the authority concerned within the specified time, it may be disposed off by that authority even 
after the expiry of the time limit [Circular No. 73 dated 7-1-1972. Refer 841.T.R. St. (4)]. 


um 
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5. MISCELLANEOUS 
(i) Set off and carry forward of losses: 
_ (Sections 70, 71, 71A & 72) 


| Loss under any source falling under any head of income is to be set off against income from any other 
| source under the same head of income in the same assessment year. This will not apply to losses relating to 
| speculation business and lotteries, crossword puzzles, races etc. [Section 70]. _ 
| Assessment year 1992-93 onwards: 
" * Loss under any source falling under any head of income (other than “Capital gains”) is to be set off against 
|! income from any other source under any other head of income in the same assessment year [Substituted section 
| 71(1)]. i : | ў 
| 


| Where there is income under the head "Capital gains" and loss under any other head of income, the 


" assessee has option either to set off of such loss against income under the head “Capital gains” (whether short- 
| [n or long-term) or not to claim such set off in the same assessment year [Substituted section 71(2)]. 


el The loss under the head “Capital gains" (both short-term and long-term) will not be set off against 
Б income under any other head of income in the same assessment year [Substituted section 71(3)]. Short-term 
Capital loss can be set off against long-term capital gain in the same assessment year. Long-term capital loss can 
be set. off against short-term capital gain in the same assessment year. But, for the assessment year 1992-93, the 
ix long-term capital loss will be scaled down by the deductions specified in section 48(2), that is, by the initial ” 
of deduction of Rs. 15,000 and the specified percentage of the balance'as stated on page 124. 1 ісі send 


à 


# The loss under the head "Income from house property" can be set off against income under any other - 
ш Nead in the same assessment year. However, for assessment years 1993-94 and 1994-95, loss from an "house .— | 


ch Property [other than house property whose annual value is taken to be ‘nil’ u/s. 33(2)(a))] cannot be set 
he against income under any other head in the same assessment year [Section 71(4)]. Unabsorbed loss under t 
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i d capital therefor, referred t 
" rty” on account of payment of interest on borrowed lto 
in section 94(1) i years 1993.94 and 1994-95, will be carried forward to the followin 
assessment years and set off against income from house property only [Section 71A]. However, section 71А has 
been substituted, w.e.f. 1-4-1995 (assessment year 1995-96). Under the substituted provision, such unabsorbed 
loss can be set от in assessment years 1995-96 and 1996-97 against the income under any head [Substituted 
section 71A]. 


Assessment years 1989-90 to 1991-92: x Me. 

Loss under any head of income including loss in respect of short-term capital assets may be set off against income under 

any other head of. [ES in the same assessment year. Long -term capital loss can be set off against short-term capital gain. It can 
also be set off against income under any other head in the same year. But the long-term capital loss will be scaled down by the 
deductions specified in the section 48(2), that is, by the initial deduction of Rs. 10,000 and the specified percentage of the balance 


as stated on page 124. 

For assessment year 1989-90 and onwards, unabsorbed business losses in a previous year can be carried 
forward and set off against income in the subsequent previous year subject to certain conditions given 
hereunder: ; ` . 

(a) Loss arising from business or profession can be carried forward and set off for eight succeeding 
assessment years; but only against profits and gains from business or profession; | 

(b) The business or profession in which the loss occurred is continued to be carried on in the year or 
years in which the set off is claimed; 

(c) Where in addition to unabsorbed business loss, there is unabsorbed depreciation, effect should 
be given to unabsorbed business loss first; 

(d) The loss must have been determined in pursuance of a return filed within the time allowed u/s. | 

139(1); and = 4 

(е) Loss in speculation business will be treated separately. Such losses can be set off only against | 

speculation profit of eight succeeding assessment years as provided in section 73. 


(ii) Carry forward and set off of loss, etc. in cases of sick industrial units 
amalgamating with other companies: 

(Section 72A) 3 

` | 

Unabsorbed loss and unabsorbed depreciation of amalgamating company can be carried forward and set off against Ше | 
profits of amalgamated company, subject to the following conditions: | 
(a) the sick industrial unit was not financially viable due to liabilities, losses and other relevant factors; | 

(6) amalgamation was in the public interest; | 

(c) the amalgamated company furnishes along with the гейигп of income a certificate from the specified authority | 

that adequate steps have been taken for rehabilitation or revival of the business of the sick industrial unit; | 
(d) the proposed scheme of amalgamation is submitted to the specified authority and if that authority is satisfied, | 
after examining the scheme that the required conditions would be fulfilled, itwould make a recommendation to the Central | 
Government under section 72A(1); | 
(e) such other conditions as may be specified by the Central Government. | | 
The benefits available to the amalgamated company are: | 


(1) їп the year of amlgamation, the unabsorbed loss of the sick'unit could be set off against the income of the | 
amalgamated company under any head of income. This is so because the unabsorbed loss of the sick unit becomes the |. 
current loss of the amalgamated company” in the year of amalgamation. Hence the provisions of section 71 will apply. | 
(2) the amalgamated company can carry forward and set off the loss for eight succeeding assessment years, | 


irrespective of the number of years for which the sick industrial unit itself 1 off 
[Sec. 72А(1)]. unit itself has availed of the carry forward and set | 


In respect of unabsorbed Investment allowance in such cases, the provisions of section 32A (6) will apply. > 
(iii) Speculation loss: 
i (Section 73) 
Speculation loss can be set off in the same year only against the speculation profits. Unabsorbed speculati will be 
carried forward and set off against speculation profits of the subsequent assessment Lares upto 8 ан It ЖӨЕ Be noted 
that loss under any other head of income [other than “Capital gains” from assessment year 1992-03 and onwards & “Income from 


SEAT дезе. years 1993-94 and 1994-95], can be set off against the speculation profits їп the same assessment 


"The business of purchase or sale of shares by companies (which are not investment, bankin I i 
ise tts 5 Eg Ss A : І gor finanical companies) shall 
га P ies =) трезор pyres The loss from such dealings can be set st only against profits or gains ofa speculation business 
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In respect of speculation business, the assessee has an option as under: 


either to set off the current speculation losses against current speculation profits 
or 
to set off the carried forward speculation loss of earlier years against current speculation profit and thereafter set off the 


other SU speculation losses against the balance of current speculation profits [vide Circular No. 23 (XXXIX-4) D'dated 
12-9-1 : 


(iv) Loss under the head “Capital gains”: 
(Section 74) 
Assessment year 1992-93 & onwards: 


Loss arising out of long-term capital asset and short-term capital asset will not be treated separately. 
Short-term capital loss will be set off only against income under long-term capital gain and not against any other 
head of income in the same assessment year. Long-term capital loss can be set off only against income under 
short-term capital gain and not against any other head of income in the same assessment year. For assessment 
year 1992-93, under section 48(3), long-term capital loss will be scaled down by the deductions specified in the 


section 48(2) [Refer chart on page 124]. 
Assessment years 1989-90 to 1991-92; 


Loss arising out of long-term capital asset and short-term capital assset will not be treated separately. Under section 48(8), 
the loss relating to long-term capital asset [but not relating to short-term capital asset] will first be scaled down by the deductions 
available from the long-term capital gains under section 48(2) [Refer chart on page 124]. 


Reduced long-term capital loss will be set off against income under short-term capital gain and/or under any other head in 
the same year. 


For assessment year 1989-90 and onwards, unabsorbed capital loss (short-term or long-term) which 
cannot be set off in the same year can be carried forward and set off against income from capital gains, both 
long-term and short-term. The unabsorbed loss can be carried forward for eight succeeding assessment years!*. 


(v) Losses from races including horse races: 
(Section 74А) 


The loss arising from owning and maintaining race horses will be allowed to be set off in the same year from the income 
arising out of owning and maintaining race horses only. 


The losses incurred by the owners of race horses in the activity of owning and maintaining such horses which cannot be 
wholly set off in the same ycar in which the loss is incurred against income from "races including horse races" are allowed to be 
carried forward under section 74A(8) and set off against income from the same source in subsequent years upto a period of four 
assessment years immediately following the assessment year for which the loss is first computed. 

(vi) Losses of registered firms or unregistered firms assessed as registered firms: 
(Sections 75 8 76) 
Upto assessment year 1992-93: 


The above two types of assessees cannot carry forward the following losses in their own hands. Only the ` 
partners can carry forward the unabsorbed losses in respect of: 


(a) unabsorbed business loss, : : 
(b) unabsorbed depreciation, 
(c) unabsorbed capital expenditure in scientific research, 
(d) unabsorbed expenditure on promotion of family planning. 
The other losses viz. Development Allowance, Investment Allowance, and the deficiency in the tax holiday 


' profits under section 80J(3), will however be carried forward in the hands of the firm itself. 


The loss of an unregistered firm which is asssessed as a registered firm in the subsequent year is to be 
carried forward and set off against the income of the registered firm but the proportionate share of loss of a 
retiring or deceased partner, will not be allowed as a set off against the income of such firm, Refer example given 
under item (vii) hereafter. i - 


Section 75 is substituted and section 76 has been omitted, wee. 1-4-1998 (assessment year 1993-94 and 
onwards), consequent to the new scheme of assessment of firms. For details, refer item (viii) on page 160. 


12. Ifthe set off ofunabsorbed long-term capital loss, relating to assessment year 1987-88 and earlier ycars, is claimed in the assessment y 
1988-89 or later years, such loss, upto assessment year 1992-93, will be reduced by the deduction u/s. 48(2) and the balance will be set off | 
assessment years immediately succeeding the assessment year for which the loss was first computed. y : SL cue 
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(vii) Losses of unregistered firms & their partners: 
[ Sections 77 & 78] 
Upto assessment year 1992-93: 

Loss of an unregistered firm is not to be allocated amongst the partners of the firm, as they are not entitled 
to set off of such loss against their personal income but shall be carried forward and set off against the income of 
the firm in the subsequent assessment year. However, the proportionate share of the loss of a partner who has 
retired or who had died will not be carried forward. 

EXAMPLE: The income of an assessee being an unregistered firm for the assessment year 1991-92 has been assessed ata 
loss of Rs. 60,000. The firm consists of four partners A, B, C & D with equal shares. During the previous year relevant to the 
assessment year 1992-98, partner D has retired and in his place E has been taken up as a partner with the same share. For the 


assessment year 1992-93 the firm is assessed as a registered firm on an income of Rs. 1, 15,000 without set off of the loss of the 
preceding year. The net assessable income for the assessment year 1992-93 will be as worked out as under: 


Income for the assessment year 1992-93 ac зо чо 3 W E ws Rs. 1,15,000 
Less: Assessed loss for the assessment year 1991-92 э +. эс ws .. Rs. 60,000 

Less: Share of partner D who has retired jo алб ос ac .. Rs. 15,000 Rs. 45,000 

Total income of the firm for the assessment year 1992-93 .. 5 .. Rs. 70,000 


The income of Rs. 70,000 will be apportioned amongst the partners A, B, C & E in accordance with their shares. 
Section 77 has been omitted and section 78(1) has been substituted, w.e.f. 1-4-1993 (assessment year 
1993-94 and onwards), consequent to new scheme of assessment of firms. For further details, refer item (viii) 
hereafter. 


(viii) Losses of firms & their partners: 
[Substituted section 75 & amended section 78] 
Assessment year 1993-94 & onwards: 

Unabsorbed loss (apportioned to a partner), if any, of the firm relating to assessment year 1992-93 and 
earlier years which could not be fully set off in the hands of partner upto assessment year 1992-93, will be set off 
against the income of the firm in assessment year 1993-94 and subsequent years. This is subject to the condition 
that the said partner continues in the said firm and that such set off is in accordance with sections 70, 71, 72, 73, 
74 & 74A [Substituted section 75]. 


The loss of firm relating to assessment year 1993-94 and subsequent years, will be set off only in the hands 
of the firm. However, share relatable to an outgoing partner, either by retirement or death, will be excluded for 
the purposes of such setting off [Substituted section 78(1)]. j х 


(ix) Closely-held companies where change in shareholding has taken place: 
(Section 79) 


_ Unabsorbed loss of closely-held companies relating to earlier previous years will not be set off in a 
previous year where a change in shareholding has taken place unless in the said previous year, shares carrying 


atleast 51% of voting power are beneficially held on the last day thereof by the persons who held shares to the | 


similar extent in the previous year in which the unabsorbed loss was incurred. However, change in shareholding 


їп a previous year consequent upon death of a shareholder or transfer of shares f gift made by a 
shareholder to his relative, will not be taken into account for this purpose. Уатара таене Бү 


(x) Priorities in carry forward and set off of losses and allowances: 


_ The following priorities in the carry forward and set off of losses and allowances will have to be observed: | 


(i) — Current scientific research capital expenditure [Section 35(1)]. 
(ii) Current depreciation [Section 39( 1)]. 
(ii) Brought forward business/profession losses [Section 72(1)]. 
(iv) Unabsorbed family planning promotion expenditure [Section 36(1) (ix)]. 
(v) Unabsorbed depreciation [Section 32(2)]. 
(vi)  Unabsorbed scientific research capital expenditure [Section 35(4)]. 
(vii) Unabsorbed development allowance [Section 33A(2)(ii)]. 
(viii) Current development allowance [Section 33A(2)(i)]. 
(ix) Unabsorbed investment allowance [Section 32A(3)(ii)]. 
(x) Current investment allowance [Section 32A(3)(i)]. 
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(xi) Procedure for registration of firm: 
(Sections 184 & 185). 
UPTO ASSESSMENT YEAR 1992-934: 


(а) An application under section 184 for registration of a firm under the Income-tax Act is to be made to the Assessing 
Officer having jurisdiction over the firm, if— : 


(1) the firm is evidenced by a deed of partnership [Section 184(1)(1)]; 
(2) the individual shares of the partners are specified in the partnership deed [Section 184(1)(ii)]; 


. (8) the application for registration is made before the end of the previous year for the assessment year in respect of 
which registration is sought [Section 184(4)]; and i "ча 

(4) the application for registration is personally signed by all the' partners (not being’ minors) in the firm as 
constituted at the date of the application and in the case of dissolved firm, the application should be signed by all persons 
(not being minors) who were partners in the firm before its dissolution and by the legal representative of the deceased 


partner. If any partner is absent from India, the application may be signed by any person specifically authorised by him in 
this behalf [Section 184(3) read with the Explanation]. 


(6) Where an application for registration is made after the end of the previous year for the assessment year for which 


registration is sought, the delay in the submission of the application can be condoned by Assessing Officer if he is satisfied about 
the sufficiency of the reasons for the delay [Proviso to section 184(4)]. 


(с) Where there is no change in the constitution of the firm or shares of the partners during the relevant previous уеат, the 
application for registration should be made in Form No.11 before the end of the previous yearand should be accompanied by the 
original or certified copy of the deed of partnership [Rule 22(2)(1)]. 


(d) Where the application for registration is made after the expiry of the previous year but no change in the constitution of 
the firm or the shares of the partners has occurred upto the date of making the application, the application should be made in 
Form No. 11 and should be accompanied by original or certified copy of the deed of partnership [Rule 22(4)(i)]. 


(е) Where any change or changes have occurred in the constitution of the firm or the shares of the partners during the 
relevant previous year before the date of the application, the application for registration should be submitted in Form No. ПА 
before the end of the previous year along with the original or certified copies of the deeds of partnership in force from time to time 
in that year upto the date of the application [Rule 22(2)(ii)]. 


Under the existing provisions of section 187(2), change in the constitution of the firm occurs where: { 


(1) oneor more of the partners cease to be partners ог опе or more new partners are admitted in such circumstances 
that one or more of the persons who were partners of the firm before the change continue as partner or partners after the 
change; or ң 


(2) there is a change in the share of some or all the partners and all the partners continue before and after the change 
in shares. i i ; 


Where a firm is dissolved on the death of a partner it will not be treated as a change in the constitution of the firm under 
section 187(2) (a) [Refer proviso to section 187(2)]. If, in such a case, the surviving partners continue the business of the firm, it will 
not be treated as change in constitution but succession, provided the firm was dissolved on death of partner. The result will be that 
two separate assessments will have to be made, treating it as two separate firms in pursuance of provisions contained in section 188. 
The firm's income of the period before death and after death of partner cannot be clubbed and assessed to tax. The surviving 
partners will have to file Form No. 11 together with original or certified copy of deed of partnership and not Form No. 11A. 


However, it may be noted that even after death of any partner, partnership can be continued if the partnership deed 
specifically provides that the firm shall not be dissolved on the death of any partner. In such cases; it will be treated as a change in 
constitution and not succession. f : T E 


(f) Where after making the application in Form No. 11 or 11A before the end of the relevant previous year as required 
under Rule 22(2) (i) or 22(2)(ii), any change or changes in the constitution of the firm or shares of the partners have taken place 
during the previous year, a fresh application in Form No. 11A should be submitted after each such change takes place along with 
the original or certified copies of the partnership deeds in existence at the date of the application [Rule 22(8)]. 


(g) Where no application for registration has been submitted before the expiry of the relevant previous year and any 
change or changes in the constitution of the firm or shares of the partners have taken place during the relevant previous year and/ 
or after the end of the previous year but before the date of application, the application should bein Form No. ПА апа should be 
accompanied by the original or certified copies of the deeds of partnership which were in existence from time to time during the 
previous year and upto the date of the application [Rule 22(4)(ii)]. 
GRANT OF REGISTRATION OF FIRMS” : 

(Section 185) ИП нотай OF 

i lication for registration; the Assessing Officer shall enquire into the genuineness of the firm and its 
EA ap EA for regista is notin order, ЕЛЕЕ: Officer shall intimate the defect in the Ышш с 
the firm and give itan opportunity to rectify the same within one month from the date of such intimation and if the defect is not 
rectified within that period, he shall pass an order rejecting the application. РТ { saorist sd a NE у 


18. From assessment year 1993-94 and onwards, а new scheme of assessment of firms has been prescribed. For further details, refer item (xii) 
on page 163. с э эзан SM З 
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REGISTERED FIRM 
Under the Explanation to section 185(1), a firm shall not be fegarded as a genuine dum if— 
(а) any partner of the firm was, at any time during the previous year, a benamidar of any other partner to whom he 
does not bear the relationship of a spouse or minor child; or ays 


_ + (0) „апу partner is an undisclosed benamidar of an outsider and such fact was within the knowledge of any other 
partners which has not been communicated to the Assessing Officer in the prescribed Form No. 12A. 


Such communication, as required under Rule 24A (Form No. 12А) is to be made,— 

(1) where the firm has not been registered under section 184, before the end of the previous year for the assessment | 
year for which the registration is sought; : i 

(2) where the registration of the firm has effect under sectiori.184(7) for any assessment year, before the expiry of the 
time allowed u/s. 139(1) for furnishing the return of income for that assessment year. 


However, where karta or a coparcener ofa Hindu undivided family is a partner, he need notbe considered as benamidar of 
the family and there is no need to file Form No. 12A. The filing of Form No. 12 will be sufficient for this purpose [Vide circular No. 
224 Dt. 22-6-77. 108 ТТК (St.) 22]. 

If the Assessing Officer is satisfied about the genuineness of the firm and its constitution, he will grant registration to the | 
firm for the assessment year. Thereafter, the assessee has only to file a declaration under section 184(7) in Form No. 12 for | 
continuation of registration for every subsequent assessment year (upto assessment year 1992-93) provided there is no change in 
the constitution of the firm or the shares of the partners as evidenced by the deed of partnership on the basis of which the 
registration was granted. Such declaration in Form No. 12 is to be furnished at any time before the expiry of the time allowed for | 
furnishing the return. If there is any change, the firm has to make fresh application in Form No. 11A before the end of the previous 
year in which the change has taken place along with the prescribed enclosures. f : 


*' DEEMED REGISTRATION ОЕ FIRMS *: 
ae © 7 Ѕесііоп 185(6)] 


Where a firm has filed an application for registration and the return of income is in relation to assessment years 1989-90 to 
1992-93, such firm will be deemed to have been registered u/s. 185 on the expiry of the period for serving notice as specified inthe į 
proviso to sub-section (2) of section 143 in respect.of such return [For the period specified in the said proviso, refer item (B) on 
page 155]. Such deemed registration will continue to have effect in subsequent assessment years also, provided the firm has filed | 
Form No. 12 u/s. 184(7). Defect, if any, in the application can be intimated by the Assessing Officer [Refer “Grant of Registration 
of Firms” on page 161] to the assessee, even in such cases of deemed registration. This provision has been: made to cover cases 
where return is to be accepted ц/з. 148(1). u w з + io s ; ' 

“WHERE AN APPLICATION FOR REGISTRATION FOR AN EARLIER ASSESSMENT YEAR IS PENDING": 

Where an application for registration has been filed but such application has not been disposed off by the Assessing Officer, 
it will be advisable for the firm to file an application for registration for every subsequent assessment year (upto assessment year | 
1992-93) and also declaration in Form No. 12 to avoid the benefit of registration for subsequent year or years being denied on the 
technical ground that declaration in Form No. 12 for continuation of registration is not valid since the firm has not been granted 
registration when the declaration in Form No. 12 was made. ' n x Чч | 

tet rim ASSESSMENT ‘OF REGISTERED FIRMS”: | 
" кй Jon bar qiferoniq lo bssb 157255 ЕКОН 182) | | 
Paan © . The total income of a registered firm is to be first determined. s | 
a », (ii). The tax,payable by the firm itself on its total income shall then be.determined. : А | 

(iii) The tax payable by a registered firm is to be deducted from its total income and the balance apportioned amongstthe | 
partners according to their profit or loss sharing proportions. Refer example given on page 371 of I.T:R.R. 1999-93. | 

_ un (9) Ifthe share income of a partner is a loss, it will be set off against his other i i mul | 
provided in sections 70 to 75 [Section 182(2)]. 1, 11, мз, 5 N Rd m qarisa d 58: and atoia 

(у) When any of the partners of a registered firm is a non-resident, the tax on his sha 5 m Pet | 
firm at the rates applicable to his total income and the tax so, assessed shall be paid by ihe firm [Section 18205)]- znese one | 

1: (vi); А registered firm can retain out of the share income of each partner, a sum ivalent to i ! 
ciem Pops deri. e the. Fein Sel ath йге Eu is paid by him. Where Vue үшын pics | 
recovered. irom the partner wholly or in part, the firm shall.be liable to th ; | 
have been so retained [Section 182(4)]. Е rs i: Pay 5 ыо the extent of the amount retained or could 

The tax payable by the firm shall also include the tax which could have been retained b 2 

б олуча ЖЫ, уе bee у the firm out of the share income 
prex аша, n 30% as required under section 182(4) Pe Es the discontinuance or dissolution of the firm [Explanation 
+ «n This means, where a partner fails to pay tax on his share, the oth i М 
exceeding 30% of the share rrp аас Куудул ео npartners anall ре liable to pay the tax to the extent not 
7 5 With effect from 1-4-1989, the liability of a firm'to pay (ах, penalt E x 

d -o pay tax, penalty or any other sum for an assessment year Сап be recovered 
from any or all the persons, who were, during the рге year relevant to assessment year, partners and thelegal representative 


попела to si 


“4 
"at 


14. Refer footnote No.:13 on page 161. 
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NEW SCHEME OFASST, OF FIRMS 


ASSESSMENT OF UNREGISTERED FIRMS 1; 


(a) Іп the case ofan unregistered firm, tax is payable u/s. 183(a) by the firm itselFon its total income. The share income of 
each partner (share of loss to be ignored vide section 77) will be included in his individual assessment only for rate purposes and 
rebate will be allowed on such share income u/s. 86(111). 


(0) Anunregistered firm will be treated as registered firm if the tax payable by the firm if assessed as registered firm, taken 
together with the tax payable by the partners on their total income (inclusive of share income in the firm so assessed) is greater 
than the tax payable by the firm as unregistered firm and tax payable by the partners [Section 183(6)]. 


(xii) New scheme of assessment of firms and its partners 
Assessment year 1993-94 and onwards: 
[Sections 2(24), 2(39), 2(48), 10(2A), 15, 28, 32, 40(b), 64(1), 67, 75 to 78, 80А, 86, 139, 143, 155, 158, 167A, 182 to 187, 
189, 189A, 1944(3), 246, 247 & 267 amended/inserted/omitted/substituted]. 
Salient features of new scheme are— 


1. There will be no distinction between registered firm and unregistered firm. There is therefore, no 
need to apply for registration by filing Form No. 11 and for continuation of registration by filing Form No. 19. 

2. All firms, which are assessable as firms, will be charged to tax at maximum marginal rate from 
assessment year 1993-94 and onwards under newly inserted section 167A [For assessment years 1993-94 and 
1994-95, the said rate is 40% as I.T. plus S.C. on I.T. Q:1996 where the taxable income exceeds Rs. 1,00,000]. For 
the purposes of payment of advance tax during the financial year ending on 31-3-1995, refer Paragraph C of Part 
III of the Schedule I to the Finance Act, 1994 on page 31. 


3. Substituted section 184 provides that a firm shall be assessed as a firm if the partnership is evidenced 
by partnership deed and individual shares of the partners are specified in such deed. A true copy of such 
partnership deed certified and signed by all the partners (excluding minors) should be filed along with the first 
return of income. Once a partnership firm is assessed as a firm for any assessment year, it will continue to be 
assessed as a firm for subsequent years till a change in constitution of the firm or share of the partners takes 
place. Where a change takes place in the constitution of the firm or the share of the partners, the procedure to be 
followed is the same as in the case of a new firm i.e., a true copy of partnership deed certified and signed by all 
the partners (excluding minors) should be filed along with the return of income of the relevant assessment year. 

4. For failure to follow the prescribed procedure (as in Para 3 above) in relation to any assessment year, 
the firm shall be assessed as an association of persons for that assessment year as per newly inserted section 185. 
In any assessment year where there is any default on the part of a firm as is mentioned in section 144, the firm will 
be assessed as an association of persons for that year. 1 

5. As far as assessments of assessment year 1992-93 and earlier years are concerned the law as it stood 
immediately prior to 1-4-1993 will continue to apply [Vide newly inserted section 189A]. 

6. Incomputing the income of the firm, any payment of salary, bonus, commission or remuneration, by 
whatever name called (hereinafter referred to as remuneration) to any partner who is not a working partner will 
be disallowed under the substituted section 40(b). Subject to Para 8, even in respect of working partners!51e, 
ceilings for remuneration have been prescribed as under. Any payment in excess of this ceiling will be disallowed 
in the hands of the firm: 


(1) Forprofessional firms referred to in section 444A! (2) Fer firms other than professional firms: 

} (а) оп the ` first .. Rs.50,0000rattherate of (а) on the first .. Rs.50,000orattherate of 
Rs. 1,00,000 of 9096 of the book-profit!*, Rs. 75,000 of the 90% of the book-profit!*, 
the book-profit!® whicheveris more; book-profit* or whicheverismore; 
orin case ofa loss 7 їп сазе of a loss . 

(6) on the next.. attherate of 6096; () on the next .. attherate of 6096; 
: Кз. 1,00,000 of | Rs. 75,000 of the 
> the book-profit!* ЪооК-рго 15 : 
(c) on thebalance of.. at the rate of 40%; (c) onthe balance of .. at the rate of 4096; 
the book-profit!* the book-profit!* 


14a.Refer footnote No. 13 on page 161. 

15. “Working partner" esr E d individual who is actively engaged in conducting the affairs of the business or profession of the firm of 
which he is a partner [Explanation 4 to section 40(b)]. i 1 

16. The Board has clarified vide Para 48.7 of Circular No. 636 dated 31-8-1992 [198 ITR (St.) 44] that “The Assessing Officers who invoke 
the provisions of section 40A(2) in any case, must keep in mind (ће assurance given Ьу the Finance Minister in his speech dated 30-4-1999 in 
Parliament during the budget discussion,” The assurance given by the Finance Minister is— А Ур 

"There seems to be some apprehension that the provisions of section 40A(2) of the Income-tax Act, may be indiscriminately resorted to by 
the Assessing Officer to make disallowance out of salary paid to the partners as being excessive. The Central Board of Direct Taxes will be asked ta 
issue instructions to the Assessing Officers so as to ensure that this power is Not used in the case of small firms and even otherwise, it should be used 


ingly”. Э ~ ; ) 
d inu Profession referred to in section 44AA(1) is legal; medical, engineering or architectural profession or profession of accountancy ог 
technical consultancy or interior decoration or any other notified profession (i.c. authorised representative and film artist), —— | died 
18. "Book-profit" means the net profit, as per the profit and loss account, Seed under sections 28 to 44D of the Income-tax Act. The 
remuneration paid or payable to partners, if debited to the profit and loss account, will have to be added back to the net profit [Explanation 3 to | 
section 40(b)]. Refer example on page 219. ‘ “ee ? аз: 
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7. Subjectto Para 8, as far as payment of interest to any partner is concerned, any payment in excess of 
interest calculated at the rate of 1896 p.a. simple interest will be disallowed under section 40(b)(iv). 


8. It may be noted that payment of remuneration to working partners!» and interest to the partners as 
explained in Para 6 & 7 above should be authorised by the partnership deed. If such payments are not so 
authorised, then such payments will be disallowed u/s. 40(b) in computing the income of the firm. Where such 
payments are duly authorised by and are in accordance with the terms of partnership deed, same will be allowed | 
as deduction only for a period beginning with the date of the partnership deed and not for any earlier period, 
However, under proviso to section 40(b) for the previous year relevant to assessment year 1993-94, such interest 
or remuneration would be allowed if the partnership deed provides for such payment at any time during the said 
previous year. Thus, for the previous year relevant to assessment year 1993-94, the terms of the partnership 
deed can have retrospective operation. - 


9. The existing Explanations 2 and 3 to section 40(b) have been reproduced in the newly inserted | 
section 40(b) as Explanation 1 and 2. Under Explanation 1, where an individual is a partner in a representative 
capacity, for example, as Karta of H.U.F., then, the interest paid to him in his individual capacity will not be 
disallowed. The interest paid to the person so represented by the partner, i.e., H.U.F., will be disallowed subject 
to the provisions of section 40(b)(iv). Under Explanation 2, where a partner is paid interest on behalf of, or for | 
the benefit of, any other person, such interest will not be disallowed. For example, if a partner is paid interest as 
a trustee or a guardian for another person, that interest will not be disallowed. - 

The existing Explanation 1, however, does not find a place in the recast section 40(b). The said 
Explanation deals with disallowing net interest (i.e. interest paid by the firm to partner as reduced by the interest | 
{ received by the firm from him). In the absence of such an Explanation, gross interest paid by the firm to partner | 

will be disallowed under new section 40(b), if it exceeds the prescribed limit of 1896 p.a. simple interest. | 


i, 10. For notes in respect of “Losses of firms and their partners”, refer item (viii) on page 160. 


11. Any interest, salary, bonus, commission or remuneration, by whatever named called, due to, or 
a received by, a partner from firm, will be assessed in the hands of the partner. These have been treated as income 
under the newly inserted section 2(24)(ve). The salary received by partners will not be treated as salary income as 
per amended section 15 and hence deduction u/s. 16(i) cannot be availed of. Instead, both remuneration and 
interest will be assessed as business/professional income in the hands of partner under newly inserted section 
| 28(у). 
^ In the assessment of partner, his share in the total income of the firm will be exempt under newly inserted 
] clause (2A) in section 10 from assessment year 1993-94 and onwards. Explanation to this clause states that share | 
of a partner in a firm shall be computed by dividing the assessed income of the firm in the same proportion as the | 
profit sharing ratio mentioned in the partnership deed. It may be noted that assessed income and not the net | 
j profit as per books of account of the firm has to be taken into account for the purpose of exemption. | 
Salary, interest, etc. received by the partner from the firm will be assessable as business income in his hand 
under section 28(v). The partner, therefore, can claim any expenses wholly and exclusively incurred by him for | 
the purpose of the business of the firm. It may also be noted that remuneration and/or interest to partners in | 
excess of the prescribed ceiling limit will be disallowed in the hands of the firm u/s. 40(b) and taxed there at the | 
: maximum marginal rate. In such a case the amount of salary, remuneration, etc. and/or interest so disallowed | 
a will be reduced from the salary, remuneration, etc. and/or interest assessable in the hands of the partner [Proviso | 
| to section 28(у)]. Refer example 2 on page 219. | 
12. Under section 187(2), change in the constitution of the firm occurs where: 


(1) one or more of the partners cease to be partners or one or more new partners are admitted in| 
such circumstances that one or more of the persons who were partners of the firm before the change 
continue as partner or partners after the change; or | 

(2) there is a change in the share of some or all the partners and all the partners continue before and’ 
after the change in shares. f 
Where a firm is dissolved on the death of a partner it will not be treated as a change in the constitution of 

the firm under section 187(2)(a) [Refer proviso to section 187(2)]. If, in such a case, the surviving partners! 
continue the business of the firm, it will not be treated as change in constitution but succession provided the firm 
was dissolved on death of partner. The result will be that two separate assessments will have to be made, treating) 
it as two separate firms in pursuance of provisions contained in section 188. The firm's income of the period) 
before death and after death of partner cannot be clubbed and assessed to tax. The surviving partners will һаўё! 
to file certified copy of deed of partnership as explained in Para 3 on page 163. | 


However, it may be noted that even after death of any partner, partnership can be continued if M 
| 
| 


partnership deed specifically provides that the firm shall not be dissolved on th ch 
АИ treater! as a chose consutution aud nof A aio ved on the death of any partner. In su 


18a. Refer footnote No. 15 on page 163. 
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pay tax, penalty or any other sum for an assessment year can be recovered 


from any or all the persons, who were, during the previous year relevant to assessment year, partners and the 


legal representative of any such partner 


page 169. 


who is deceased (Section 188A). 


(xiii) Interest payable & receivable by an assessee: 


Under the Income-tax Act, interest is chargeable from the assessee in respect of certain defaults. The 
assessee is also entitled to receive interest in certain cases. 


The various sections under which interest is payable or receivable by the assessee are as per chart on 


Upto 30-9-1984, the rate of interest was 1296 per annum. With effect from 1-10-1984, this rate has been 


enhanced to 15% per annum. Accordingly, interest shall be calculated at 12% 
30-9-1984 and at 1596 per annum from 1-10-1984 and onwards. 


per annum upto period ending on 


„From assessment year 1989-90 and onwards, interest payable under section 139 or 215, 216 and 217 will 
be leviable under newly inserted section 234A or 234B and 234C respectively. Section 213 has been omitted. 
Interest on refunds will be under newly inserted section 244A instead of under section 243 and 244. Rates of 
interest have been increased from 15% p.a. to 2906/11496? for every month or part of a month. 


The circumstances under which the liability to pay interest or the right to receive interest arises are 
explained hereunder. 


1. INTEREST PAYABLE BY ASSESSEE: 
(a) For delay or failure in furnishing the return of income under section 234A: 
ASSESSMENT YEAR 1989-90 AND ONWARDS: 


[Section 234A] 


Where a return of income under section 139(1) or section 139(4) or in response to notice under section 
142(1), is furnished after the ‘due date’ as specified in the Explanation to section 139(1), or is not furnished, the 
assessee shall be liable to pay mandatory simple interest at the rate of 296 for every month or part of a month from 
the date immediately following the due date: 


(1) to the date of furnishing the return of income; or 
(2) where no return has been furnished, to the date on which assessment is completed u/s. 144. 
The ‘due date’ for furnishing the return of income and the date from which interest is leviable are as under: 
(A) From assessment year 1994-95 and onwards; 


(1) Where the assessee is a company 


(2) Where the assessee is a person other than a 
company: « 
(a) (i) who is required to get his accounts 


(0) 


() 


audited under the Income-tax Act or 
any other law, or (ii) where the reportof 
an accountant is required to be fur- 
nished u/s. ЗОННС or 80HHD, or 
(iii) a co-operative society 

deriving income from business or profes- 


sion and is not required to get his 
accounts audited as stated in (2)(a) 


In any other case other than (1), (2)(a) 
and 2(b) above 


(3) Where no return is furnished 
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‘Due date’ specified for filing the return 
ofincome 


30th November of the assessment 
year 


91st October of the assessment 
year 


81st Augustofthe assessmentyear 


80th June of the assessment year 


Period for which interest is chargeable 


From Ist December of the assess- 
ment year to the date of furnish- 
ing the return ofincome 


From Ist November of the assess- 
mentyear to the date of furnishing 
the return ofincome 


From Ist September of the assess- 
ment year to the date of furnish- 
ing the return ofincome 


From Ist July of the assessment 
year to the date of furnishing the 
return of income 


From Ist December, ог 1st November, or IstSeptemberor Ist July, as the 
case may be, to the date of completion ofassessmentu/s. 144. - 


(B) Forassessment years 1991-92 to 1993-94: 
(1) Where the assessee is a company 


31st December of the assessment 


year | 


From lst January of the assess- 
mentyear to the date of furnishing 
theretumofincome == 


19. Werf. 1-10-1991, interest on refunds u/s, 244A has been reduced from 144% to 1% for every month or part of a month. 


59 


INTEREST 166 
PAYABLE 


‘Due date' specified for filing the return... Period for which interest is chargeable 


of income 
се ——————————— 


(2) Where the assessee isa person, other than a 
company: оне ык 
а) (i) who is required to get his accounts 31st October of the assessmentyear From Ist November of the assess. 
e O red айг the Ii neu Act or mentyear to the date of furnishing 
any other law, or (ii) upto assessment thereturn of income 
year 1992-93, in the case ofa partner of 
a firm where the accounts of the firm 
are required to be so audited? or (iii) 
where the report of an accountant is 
required to be furnished u/s. 80H HC or 
80 HHD, or (iv) a co-operative society. 
(b) deriving income from business or 3154 August of the assessment From IstSeptember?°of theassess- 
profession and is not required to get year”? mentyear to the date of furnishing 
his accounts audited as stated іп 2(a)* return of income 


(с) inanyothercaseotherthan(1) 2(a) & 30th June of the assessment year From Ist July of the assessment | 
2(b) 


year to the date of furnishing the 
return of income 


(3) Where no return is furnished From Ist January or 1st November or Ist September® ог 1st July, as the 
case may be, to the date of completion of assessment u/s. 144. 


EXAMPLE: For the assessmentyear 1994-95 Mr. A has income from proprietory business. Due date for furnishing the return 
ofincomeis 31-8-1994. He files the return ofincome on 4-1-1995 declaring income of Rs. 60,000. Advance tax paidand tax deducted 
at source is Rs. 6,350. The interest payable under section 234A for delay in furnishing the return of income together with self- 
assessment tax payable u/s. 140A will be as under: 

Due date of furnishing thereturn .. .. m go! On 59 T og an БС 31-8-1994 

Delay in filing the return ofincome from 1-9-1994 (04-1-1995 .. сё ore ad 50 od 4 months & 3 days 

Taxon Rs. 60,000 баг o oc aa do ap es + cc $ Rs. 7,000 


Less: Advance tax paid and tax deducted at source ac o6 xs 58 y. 5n T ot Rs. 6,350 
Nettax due under section 140A dio ae Rs. 650 

Add: Mandatory interest @ 2% for every month or part ofa month on Rs. 600 (and not on Rs. 650!) ; 
i.e. @ 2% for 5 months [4 months +3 days (part ofa month to be considered asa month)  .. ed Rs. 60 


Total of tax u/s. 140A including interest payable u/s. 234A is . . 2: Rs. 710 


. lt may be noted that along with self-assessment tax payable under section 140A, the assessee is required to 
pay interest: (a) under section 234A for delay in furnishing the return of income, and/or (b) under sections 234B/ 
234C for defaults in payment of advance tax. In short, assessee will have to compute the interest, if any, payable 


under sections 234A or 234B or 234C and pay the same along with the self-assessment tax under section 140A | 


before filing the return of income. For the purpose of computing the interest payable u/s. 140A, tax on total 
income as declared in the return will be taken into account. Further, interest payable u/s. 234A(1) will be reduced 
by the interest, if any, paid along with self-assessment tax towards the interest chargeable u/s. 234A. 

The interest is chargeable on the net amount of tax payable under section 143(1) ог on regular 
assessment, i.e. total tax as reduced by advance tax paid and/or any tax deducted or collected at source, but 
excluding any self-assessment tax paid. The additional income-tax, if any, payable under section 143(1A) will 
not be taken into account for computing the interest [Vide Explanation 2 to section 234A(1)]. 

: The interest payable for late filing of return of income cannot be waived or reduced as the provisions 
contained in the then proviso to section 139(8)(a) is not incorporated in section 934A and hence Rule 117A will 
not apply In respect of Pun of income for assessment year 1989-90 and onwards. Т 

ere a return of income is furnished in response to notice under section 148, i 1 е 
has been determined u/s. 143(1) or assessment hus already been completed, after ihe ёлу. ке allowed 
pem ar bis cs at the Hr of 296 in cm month or part of a month will be chargeable from the 

ing the expiry of time allowed u i ishi 
However, if the return is not fori ed, then, such lerem ML ds Посади е rerum, 
reassessment or recomputation under section 147. Tax for this purpose wi i 
reassessment or recomputation and reduced by the tax determined us EE VE ерше the 


20. For assessment year 1993-94, due date for filing return of income inth f i ; i i 
pon (Le.%) of р ofthe firm whose Ren are required to be audited u we MAD ES ni us 3 os ee o. 
986, dt. 26-8-1993. 205 TTR (St. 78]. Consequently interest chargeable ws. 234A. will be from 1-11. tee instead of 1-9-1998. — ^ 
21. For rounding off of the amount on which interest is to be calculated, refer Rule 119A on page 169. : i 


` Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri р 


to the date of completion of 


| 


167 INTEREST 
^ PAYABLE 


If the amount of tax on which interes 


reduced as a result of any rectification, 
reduced accordingly. , 


t has been charged for late filing of return of income is increased or 
appeal, revision or settlement, the interest will also be increased or 


(b) Interest chargeable for defaults in payment of advance tax: 
ASSESSMENT YEAR 1989-90 AND ONWARDS: 
: iiu ÉSections234Band234C] . | itt 
Interest in respect of: (1) defaults in payment of advance tax will be levied under section 234B at the rate of 
996 for every month or part of a month [For further details, refer sub-item (i).of item (7) on pp. 281-282], and (2) 


deferment of advance tax will be levied under section 234C at the rate o£ 1! i 
sub-item (ii) of item (7) on pp. 282-283]. . | t the rate of 1496 per month [For fure details, refer 


(c) Interest payable by assessees on delayed payment of tax other than advance tax: fe 
[Section 220(2)] is 
If an assessee fails to pay any tax, penalty, etc. within 30 ауз? from the date of receipt of the notice of 
demand issued under section 156, he shall be liable to pay interest on the outstanding demands at the rate of 114% 
for every month or part of a month for the period of default after 31-3-1989. i 


_Illustration:An assessee was served with a notice of demand for Rs. 8,000 on 1-9-1993. He was allowed to pay the tax in four 
equal instalments of Rs. 2,000 eachon 1-10-1993, 1-11-1993, 1-19-1993 and 1-1-1994 and pays accordingly. What will be the interest 
payableby him on delayed payments? : : t : EE 


Notice of demand served on . . REEN de us vi PABAN Аз {М бИ УБ 12921993 
Demandpayablewithin30days,e,by ^ .. a. a a a a a a‘ 1-10-1993 
Demand .. TOS ere Р. Rs. 8,000 
Less; Paid on 1-10-1993 Rs. 2,000 
i Rs. 6,000 
() Intereston Rs. 6,000 for one month from 1-10-1993 to 31-10-1993 @ 1%% per month. . Rs. 90 
(i) Interest on Rs. 4,000 (Rs. 6,000 less Rs. 2,000 paid on 1-11-1993) for one month from 1-11-1998 to 
30-11-1993 @ 144% per month. . ao E jo оё GG д ^D: ae эс Ho Rs. 60 
(iii) Interest on Rs. 2,000 (Rs. 4,000 less Rs. 2,000 paid on 1-12-1998) for one month from 1-12-1993 to 
31-12-1993 @ 14% per month. . ere expri actor ut ne a 4 "Rs. 80 
°з Totalinterest payable ' Rs. 180 


Notes: 1. Interest under section 220(2) is payable on delayed payments irrespective of whether extension of time for making the ` 
payment has been granted or not. , : 


2. Interest charged under section 220(2) is to be reduced in consequence of any reduction in tax as a result of any appeal, 
rectification orrevision. 
3. Interestunder section 220(2) is not chargeable in respect of delayed payments of'advance tax. For defaultin paymentof 
advance tax, the assessee will render himself liable to penalty under section 221. 
4. Inaddition to interest under section 220(2), anassessee will also be liable to penalty under section 221 for defaultwithout 
good and sufficient reasons in making the payment of tax within the time allowed. The penalty under section 221 canbe 
| imposed from time to time to the extentof the tax (including advance tax) in arrear. The penalty under section 221 would 
| be imposable even if the tax has been paid after the default in payment has occurred. 
However, the CBDT haveclarified [Vide Circular No. 530, dated 6-3-1989 — Refer 176 ITR (St.) 240 read with Circular No. 
589, dated 16-1-1991 — Refer 187 ITR (St.) 79] that, on an application made by an assessee, the Assessing Officer will 
| , exercise his discretion u/s. 220(6) so as to treat the assessee as notbeing in default in respectof non-paymentof taxon the 
amounts disputed in firstappeal pending before the Deputy Commissioner (Appeals)/Commissioner (Appeals), subject 
to the conditions mentioned in the said circular... в 5 * : У 
5. The Chief Commissioner or Commissioner may reduce or waive the interest paid or payable u/s. 220(2), ifthe following 
' '* conditionsare fulfilled: 3 . ; 
(i) ' paymenthas caused or would cause genuine hardship to theassessee; = 
(i) the non-payment of demand u/s. 156 was due to circumstances beyond the control of the assessee; and 
(iii) the assessee has co-operated with the departmentin assessment and recovery proceedings. T VEA xt 
'*6. Where an assessment order is cancelled u/s: 146 or cancelled/set aside by an appellate/revisional authority and cancella- 
tion/setting aside becomes final, then, no interest u/s. 220(2) can be charged pursuant to the original demand noticebut 
can be charged only after the expiry of 35 days or 80 days, as the case may be from the date of service of demand notice 
pursuant to such fresh assessment order [Vide Circular No. $34, dt. 3-4-1982. Refer 185 ITR(St.) 10. 


22. In cases where the demand есенсе 156 issued on or before 31-3-1989, such demand is payable withim35 days (a against. i 
EA ipt of the notice of dema! І : аа ае ce 
ái SIM prd de шен 19% adore period of default upto 30-9-1984 and @ 15% p.a. for the period oF default from 1-10-1984 © 
31-3-1989. 3 It 
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9. INTEREST PAYABLE TO ASSESSEE: 
ASSESSMENT YEAR 1989-90 AND ONWARDS: 
[Section 244A] 


From assessment year 1989-90 and onwards, interest on excess payment of advance tax, tax deducted or 
collected at source and any other tax or penalty becoming refundable will be paid u/s. 244A at the rate of 1496 for 
every month or part of a month. W.e.f. 1-10-1991, the rate of interest on refunds u/s. 244A has been reduced 
from 11496 to 1% for every month or part of a month. The period for which the interest is payable will be: 

(a) for advance tax and tax deducted or collected at source, from Ist April of the relevant assessment 

year to the date on which the refund is granted. However, no interest will be payable, if the amount of , 

refund is less than 10% of the tax determined u/s. 143(1) or on regular assessment (Refer Example 1 given ; 


hereafter); and 


(b). for all other taxes/penalties, from date of payment of tax/penalty to the date on which the refund | 
is granted (Refer Example 2 given hereafter). 


Delay in granting refund, if any, attributable to the assessee will be excluded from the period for which | 


interest is payable [Vide section 244A(2). Refer Para 11.4 of Circular No. 549 dt. 31-10-1989. 182 I.T.R. (St.) 49]. 


If the amount on which interest was payable is increased or reduced due to regular assessment orders, 
reassessment, rectification, appeals, revision or Settlement Commission's orders, interest also will be increased 
or reduced. Consequent to insertion of this section with effect from assessment year 1989-90, sections 214, 243 & | 
244 have been made applicable only to earlier assessment years, namely, assessment year 1988-89 and earlier | 


years. 


It may be noted that interest allowed v/s. 244A is to be treated as income of the previous year in which it is 
allowed and is, therefore, required to be declared in the return of income for the corresponding assessment year. | 


EXAMPLE: 1: (а) 
(b) 
(©) 


(d) 
(e) 
(0 
(g) 


EXAMPLE: 9: (а) 


г Мо H 
244А(1)(Ы)]. 


delay of one month attributable to the assessee will be excluded сш VE of in (c., filed on 30-9- 1994) then the period of 


te: As the refund arises out of regular demand paid on 1-7- 


Due date for filing the return of income for assessment year 1994-95 
Date of filing the return of income for assessment year 1994-95% .. 


Advance tax paid on specified due dates and tax decucted @ source before 
31-3-1994 ste : ‘ 5 .. = 


Tax due as per return of income for assessment year 1994-95 
Refund due (Rs. 30,000 less Rs. 24,000)? 
Date of actual refund granted u/s. 143 (1) 


Interest payable u/s. 244A will be as under: : T i 

Interest at the rate of 1% per month for a period of 8 months* [7 months and.9 
days (from 1-4-1994 to 9-11-1994)] on Rs. 6,000 i.e., 1% p.m.X8 months on 
Rs. 6,000 ai 3o 25 26 ag ac “ө e А an 


Tax due as per return of income for assessment year 1995-94 filed on due date i.e., 
on 31-8-1993 is Rs. 30,000. The said tax is paid as under: 


(1) Advance tax paid on specified due dates during the financial, 
year ending on 31-3-1993  .. Ae T Sa -. Rs. 29,000 


(2) Self-assessment tax paid on 31-8-1993 . .; . .. 25 .. Rs. 1,000 


Tax determined on completion of regular assessment u/s. 143(8) on 31-5-1994 .. 
Regular demand of Rs. 10,000 (Rs. 40,000 less Rs. 30, 000) paid on. . 

Tax determined as a result of appellate order u/s. 250 on 31-10-1994 

Refund due to the assessee as a result of appeal [Rs. 40,000 less Rs, 52,000] 

Date ofgrantofactualrefund .. we an ла on «й 
Interest payable to assessee @ 1% pen month for 5 months i.e., from 1-7-1994 


(being date of payment of regul d) to 30-11- i 
of actual refund) on Rs.8,0005 ... ES ) eco М 5 с a ing date {шар Е 


31-8-1994 
24-8-1994 


Rs. 
Rs. 
Rs. 


30,000 
94,000 
6,000 


9-11-1994 


Rs. 
Rs. 


Rs. 
Rs. 


480 


30,000 
40,000 
1-7-1994 
32,000 
8,000 


80-11-1994 


Rs. 
1994, interest is payable from that date [Vide section 


400 


gea m - d eg : 
payable @ 1% for 7 months [8 months less one month's delay in filing 0 period for which intrest is payable [Refer section 244A(2)]. Interest 
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a than 10% of the tax determined u/s, 143(1)], no interest will be payable to 


—M ay y 


per org eee днн ныны ынталы 


——————. 


3. ROUNDING OFF OF MONT 
PAYABLE BY THE ASSESSEE OR 


Under Rule 119A of the Income- 
interest payable by the Central Govern 


(i) (а) where the interest is to be calcul 


169 INTEREST 


CHART 


H AND AMOUNT WHILE CALCULATING THE INTEREST 
THE INTEREST PAYABLE BY THE CENTRAL GOVERNMENT: 


tax Rules, 1962, in calculating the interest payable by the assessee or the 
ment to the assessee under any provision of the Income-tax Act,— 


alculated on annual basis, the period for which such interest is to be 
calculated shall be rounded off to a whole month or months and for this purpose any fraction of 


a month shall be ignored; and the 


period so rounded off shall be deemed to be the period in 


. respect of which the interest is to be calculated [Applicable in relation to assessment year 1988-89 and 


earlier years]; 
where the interest is to be calculated fo 


(5) 


r every month or part of a month cornprised in a period, 


‚ any fraction of a month shall be deemed to be a full month and the interest shall be so calculated 
[Applicable in relation to assessment year 1989-90 and subsequent years. Refer example on page 166]. 


(ii) the amount of tax, 
rounded olf to the 
ignored. 


penalty or other sum in respect of which interest is to be calculated is to be 
nearest multiple of Rs. 100 and for this purpose any fraction of Rs. 100 is to be 


CHART FOR INTEREST PAYABLE TO, RECEIVABLE BY, AN ASSESSEE: 
[Assessment year 1989-90 and onwards] 
асаа oe ee 


Section of the Circumstances under which interest Rate of interest and period for which 
Income-tax is payable or interest is 
Act receivable by an assessee payable/receivable 


- Amount on which 
interest is to be calculated 


———————————————————————— 
(4) INTEREST PAYABLE BY THE ASSESSEE: 


201 Failure to deduct, or delay in 
remitting, tax deducted at source Was deductible to the date on which it 


by thc person responsible for is actually paid 


1596 p.a. from the date on which tax Amount of tax deductible or deducted. 


deducting tax na ——_ LA 


206C(7) W.e.f. 1-6-1988, failurc'to collect, or 2% p.m. or part thereof from the date Amount of tax collectible. 
delay in remitting, tax collected hy the — on which such tax was collectable to the 
seller responsible for collecting tax date on which it is actually paid. 
220 (2) Failure or delay in payment of any (1) 15% р-а. upto 31-3-1989, апа’ Amount specified in the demand notice 


amount, other than advance tax, 


14% for every month or part of a 
specified in notice of demand u/s. 156 (2) 7 r 


month, from 36th day (if demand 
ws. 156 is served on or before 
31-3-1989y31st day (if demand u/s: 
156 is served on or after 1-4-1989) to 
the date of payment 


issued u/s. 156 [Refer Illustration on page 
167]. 


ААА 


234A% For delay or failure in furnishing | 2% for every month or part ofa month 
return of income u/s. 139(1) ог 139(4). from the date immediately following 

or 142(1) the due date specified u/s. 139(1) to 

the date of furnishing the return of 

income and where the return is not 

furnished, to the date of completion of 

' assessment u/s. 144 ` 1 
234B** Failure to pay advance tax or advance 2% for every month or part of the 


month from Ist April of the assessment 
year to the date of determination of 
total income ws. 143(1) or regular 
assessment 


tax paid is 


less than 90% of the 
assessed tax?” ` І 


Amount of tax on total income determined 
u/s. 143(1) or on regular assessment and as 
reduced by advance tax paid and/or tax 
deducted or collected at source. Interest is 
not payable on additional income-tax 
determined u/s. 143(1A) [Refer Example on 
page 166]. di 


Amount of difference between assessed tax?! 
and the advance tax paid, if any. Interest 
is not payable on additional income-tax 
determined u/s. 143(1A) [Refer Example of 

item (i) on page 282]. ; S Н 


х 


—— 


^ 26. Interest payable u/s. 234A, 234B, and 234C has 
27. “assessed tax” means (1) for the purposes of interest payable 

the return and reduced by tax deducted and/or collected at source on any, 
& (2) in any other case, the tax on the total income 
Collected at source on any income which is taken into account 
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determined u/s. 143(1) or on regular assessment and 
in computing such total income. à 


to be paid alongwith self-assessment tax payable ws. 140A, 


ws. 140A (self-assessment tax), the tax on total income declared in 
income which is taken into account in computing such total income, 


by tax deducted and/or - 


< ; a. 4% 
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CHART FOR INTEREST PAYABLE TO, RECEIVABLE BY, AN ASSESSEE (Contd.): 


Section ofthe Circumstances under which interest Rate of interest and period for which Amount on which ' | 
Income-tax ^ is payable or interest is interest is to be calculated | 


Act receivable by an assessee payable/receivable ’ 


23407 Deferment or shortfall in payment of 1476 per month for a period of 3 Amount of difference between: 


advance tax on 15th September and/or months (1) 3096 [2096 in relation to assessment years 

15th December [leviable even in cases 1989-90 to 1992-93] of the "tax due on the 

it where assessec is liable to pay advance : : .returned income®” and advance tax paid or 
4 тах u/s. 208 and has failed to pay such payable on or beforc 15th September, 

tax] (2) 60% [5076 in relation to assessment years 


1989-90 to 1992-93] of the "tax due on the 
returned incomc'"" and advance tax paid or 
payable on or before 15th December 

[Refer Illustration to item (ii) on page 283]. 


For interest chargeable u/s. 234C in 
respect of deferment or shortfall in 
payment of advance tax during the 
financial year 1994-95 (assessment 
year 1995-96) and subsequent years, 
refer Para 14.2 on page 41) 


(B) INTEREST RECEIVABLE BY THE ASSESSEE: 
244(A) Refunds arising in respect of: _ 
(1) tax collected and/or deducted аа 1%% for every month or part ofa month Amount of refund duc provided amount of | 
source or on excess payment of from Ist April of the assessment yearto refund is not less than 10% of the tax 
8 advance (ах the date on which the refund is granted determined u/s. 143(1) or on regular | 
Jd; A Е 1 : -~a | assessment[Refer Example 1 on page 168]. | 
| (2) in any other case of refund . 196?forevery month or part ofa month Amount of refund due [Refer Example 2 on | 
| ! arising оп appeal, refund from the date or dates of payment of tax page 168]. | 
| withheld by the Assessing ог penalty to the date on which Ше 
Officer, etc. refund is granted 


NOTES: 1. Iftheamount on which interest is charged u/s. 220(2) is reduced in appeal, rectification or revision or order of the settlement | 
commission, the interest will be accordingly reduced. | 

2. Theinterest chargeable u/s. 234A & 234B and payable u/s. 244A will be increased or reduced if the assessed tax is increased ог | 

reduced in appeal, rectification, rcvision or order of the seulement commission. | 

(xiv) Penalties leviable under the Income-tax Act, 1961: 


Applicable from assessment year 1989-90 and onwards: 


Section of the | 
Income-tax ` ., , Nature of default Penalty leviable | 
Act бй ч, Ез | 
у 00 i 
221(1) Failure to pay tax demanded or self-assessment tax The penalty can be imposed from time to time to the | 
u/s. 140A and interest payable under section 220(2) extent of the tax in arrears. The penalty is imposable | 
: even if the tax has been paid after the default in | 
payment has occurred. . Т | 
271B* Failure to get the accounts audited or obtain a report 1496 of the total sales, turnover or gross receipts i | 
n : 5 ` , pts in | 
of such audit u/s. 44AB or furnish the said report * business or of ipts i Sess | 
along with the return of income filed и/з. 139(1) or: OR E LM ЫНЫП ЗОН | 
—— o MED 5. a sum of Rs. 1,00,000, | 
' і 4 Whichever is less. — | 
E 27103951 Failure to deduct (the whole or any part of) tax at ' An i | | 
f , Source as required under Chapter XVILB 2 i ded DE equal to tax that should have been | 


271D! Failure to comply with provisions of section „А i | 
ata coated taking or accepting certain loans and- em a a rount df loan or depasit wien 
© deposi ї "à z 


271Е%! Failure to comply with provisions: ОЁ section 


1 

I 

| 

269T т т | 

(e. repayment of certain deposits) z A sum equal to the amount of deposit so repaid. | 


27a. Refer footnote No. 26 on page 169. 

28. “tax due on the returned income” mea 

tax deductible and/or collectible at source on any in 
= 29. Upto 30-9-1991, the rate of interest 


J| 


-— SA ALM OAS 
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Penalties leviable under the Income-tax Act, 1961 (Contd.) 


I-T 
PENALTY CHART. 


Un | (ll iii VP 


Section 
of the 

Income-lax 
Act 


272AA*™ 
272BB" 


Nature of default 


Failure to comply with the provisions of section 1336 


271(1)(b)** Failure to comply with a notice u/s. 142(1) or 143(2) or 
failure to comply with directions issued u/s. 149(9А) 


Penalty leviable 


Asum which may extend to Rs. 1,000. 
Failure to comply with the provisions of section 903A — A sum which may extend to Rs. 5,000. 


Аана rn а Ser р йн Ee m 


271(1)(c) For concealing the particulars of income or furnishing 


inaccurate particulars of such income 


971A Failure to keep, maintain or retain books of account, 
etc., as required under section 44AA 

272A(1)(@) Failure to answer questions, or sign statements asked 

& (b) or made in course of any proceeding under the Act. ' 


272A(1)(¢)*" Failure to comply with notice u/s. 131(1); i.e., to attend 
and give evidence, and/or produce books of account or 
documents: 


272A(1)(d)** Failure to comply with the provisions of section 139A 
i.e., applying for Permanent Account Numbens i 


272A(2y' ‘Failure — 

(а) to comply with notice u/s. 94(6); 

(b) to give notice of discontinuance of business or 
profession u/s. 176(3); 

(с) to furnish in due time returns/statements/ 
particulars u/s. 138, 206, 206A, 206B, 206C** 
or 285B; 

(d) to allow inspection of registers, etc. u/s. 134; 

(e) to file return u/s. 139(4A); 

(f) to deliver in due time a copy of declaration 
mentioned in sec. 197A; T 

(p) to furnish a certificate u/s. 203 or 206C 

(Л) to deduct and pay tax as required u/s. 226(2) 


‚ MINIMUM PENALTY MAXIM: UM PENALTY 
Rs. 1,000 Rs. 25,000 
for each such failure for each such failure. 
100% of the amount of 300% of the amount of 
tax sought to be evaded (ах sought to be evaded. 
Rs. 2,000 | Rs. 1,00,000. 
Rs. 500 Rs. 10,000 
for each default or failure ‘for each default or failure. 
| Rs. 500 ` Rs. 10,000 
for each default or failure for each default or 
; А failure: 
Rs. 500 ‚ Rs. 10,000 
for each default or failure for each default or failure. 
Rs. 100° Rs. 200% 
for every day for every day 
* during which during which 
the default the default 
continues continues. 


"NOTES: 


as 


1. The Tricome'tax Officer can levy penalty upto Rs. 10,000 and the Assistant Commissioner upto Rs. 20, 000. If penalty leviable 
exceeds these limits, prior approval of the Deputy Commissioner is necessary [Section 274(2)]. 


2. W.e.f. 1-4-1990, penalties ц/з. 271C, 271D & 271E shall be levied by the Deputy Commissioner [Sections 271C(3), пш) & 


271E(2)]. 


8. Upto assessment year 1992-93, for the purpose of penalty imposable under section 271(1)(c), the tax in the case of a 


registered 


firm or an unregistered firm treated as registered firm u/s. 183(b) will be calculated as if it is an unregistered firm [Section 271(2)]. : 
4. Where additional income-tax has been charged on the adjustments made ws. 143(1)(a), no penalty is leviable u/s. 271(1)(c) 


[Explanation 6 to section 273(1)]. 


31a. In respect of the defaults under this section/sub-section, no penalty is imposable on the person/assessee, if he proves that there was 


reasonable cause for the said default [section 273B]. 


32. In clauses (с) and (g), figures and letter ^206C" inserted w.c.£ 1-10-1991. 3 
33. W.c.f. 1-10-1991, the quantum of penalty for non-filing of prescribed returns u/s. 206 and 206G is restricted to the senem 


amount of tax deductible or collectible at source. 
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WAIVER OF PENALTY | 


(xv) Waiver or reduction, of penalty: 
[W.e.f. 1-6-1993] 
Under section 273A, the Commissioner has the power to reduce or waive penalties imposed or imposable u/s. 27 1(1)(c) for 
concealment of income. . | 
This power of waiver or reduction will be exercised by the Commissioner if he is satisfied that the following conditions have ' 
been fulfilled: 

(1) In cases where penalty is imposed or imposable u/s. 271(1)(c) for concealment of particulars of income, the 
assessee has voluntarily and in good faith made full and true disclosure of such particulars prior to their detection by the 
Assessing Officer. 

(2) The disclosure will be treated as full and true if the additions made to the income returned are not of such a | 
nature as (о attract penalty for concealment of income u/s. 27 1(1)(c). 

(8) The assessee has co-operated in any enquiry relating to the assessment of his income for the relevant assessment 
year. 

(4) The assessec has paid or made satisfactory arrangements for the payment of the tax or interest оп the basis of the | 
assessment order passed for the relevant assessment year. | 


Main features: 
(1) In cases where the aggregate of concealed income u/s. 27 1(1)(c) exceeds Rs. 5 lakhs, in relation to one or more | 
assessment years, the Commissioner is not empowered to reduce or waive penalty except with the previous approval of the Chief | 
Commissioner or Director-General, as the case may be. | 
(2) An order of reduction or waiver of penalty u/s. 273A(1) may be passed by the Commissioner either on his own motion | 

or on an application made by the assessee. 
(3) An order of reduction or waiver can be passed even after the penalty has been imposed. 
(4) Sub-section (3) of section 278A provides that if once an order of waiver or reduction has been passed 


u/s. 278A(1) in the case of an assessce, irrespective of whether such order relates to one or more assessment years, such assessee 
shall not again be entitled to a similar relief on any subsequent occasion. | 


(5). Sub-section (4) of section 273A provides that оп an application made Ьу the assessee, the Commissioner may, waive апу 
penalty payable by an assessec under the Income-tax Act or stay or compound any proceeding for its recovery, if he is satisfied 
t 


(1) It would otherwise cause genuine hardship to the assessee, and; 
(ii) the assessee has co-operated with the department. | 
(xvi) Time limit for completion of penalty proceedings: | 
[Section 275] | 
PENALTY PROCEEDINGS INITIATED ON OR AFTER 1-4-1989: | 
| 


__ Penalty proceedings have to be completed before the end of the financial year in which the proceedings, in the course of | 
which action for imposition of penalty is initiated, are completed, or within six months from the end of the month in which action | 
for imposition of penalty is initiated, whichever period expires later. J 

But where the relevant order is the subject matter of appeal before the Deputy Commissioner (Appeals) or Commissioner | 
(Appeals) or the Appellate Tribunal, penalty proceedings have to be completed before the end of te Кале year in which the | 
proceedings in the course of which action for imposition of penalty is initiated, or within six months from the end of the month in | 
which the order of the Deputy Commissioner (Appeals) or Commissioner (Appeals) or the Appellate Tribunal is received by the | 
Chief Commissioner or Commissioner, whichever period expires later. If the relevant assessment or order is the subject matter of | 


reyision ERE ше penalty proceedings have to be siga; within six пош: from the end of the month in which such order | 
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EXCLUSIONS 
EXCLUSIONS FROM TOTAL INCOME 
Incomes which do not form part of total income 
; ASSESSMENT YEARS: 1994-95 & 1995-96 
Section 
10 In computing the total income of a previous year of a i i ithi 
following clauses shall not be included— у пуур оа алуйсо инш Ee OS SS 
10(1) agricultural income; | 
10(2) subject to the provisions of sub-section (2) of section 64, any sum received by an individual as a member of a 


Hindu undivided family, where such sum has been paid out of the income of the family, or, in the case of any 
impartible estate where such sum has been paid out of the income of the estate belonging to the family; 

10(2A) in the case of a person being a partner of a firm which is separately assessed as such, his share in the total 
income of the firm. 

Explanation.—For the purposes of this clause, the share of a partner in the total income of a firm 
separately assessed as such shall, notwithstanding anything contained in any other law, be an amount 
which bears to the total income of the firm the same proportion-as the amount of his share in the profits of 
the firm in accordance with the partnership deed bears to such profits; 


10(3) any receipts which are of a casual and non-recurring nature, to the extent such receipts do not exceed five 
thousand rupees in the aggregate: 


Provided that where such receipts relate to winnings from races including horse races, the provisions of 
this clause shall have effect as if for the words “five thousand rupees”, the words “two thousand five 
hundred rupees" had been substituted: 

Provided further that this clause shall not'apply to— 

(i) capital gains chargeable under the provisions of section 45; or 
(ii) receipts arising from business or the exercise of a profession or occupation; or 
(iii) receipts by way of addition to the remuneration of ап employee; 

10(4) (i) in the case of a non-resident, any income by way of interest on such securities or bonds as the Central 
Government may, by notification in the Official Gazette, specify in this behalf, including income by way of 
premium on the redemption of such bonds; 

(ii) in the case of an individual, any income by way of interest on moneys standing to his credit in a 
Non-Resident (External) Account in any bank in India in accordance with the Foreign Exchange Regula- 
tion Act, 1973 and the rules made thereunder: 


Provided that such individual is a person resident outside India as defined in clause (q) of section 2 of 
the said Act or is a person who has been permitted by the Reserve Bank of India to maintain the aforesaid 


Account; 
10(4A) This clause is omitted w.e.f. 1-4-1989; 
10(4B) in the case of an individual, being a citizen of India or a person of Indian origin, who is a non-resident, any 


income from interest on such savings certificates issued by the Central Government as that Government 
may, by notification in the Official Gazette, specify in this behalf: 

Provided that the individual has subscribed to such certificates in convertible foreign exchange 
remitted from a country outside India in accordance with the provisions of the Foreign Exchange Regula- 
tion Act, 1973, and any rules made thereunder. 

Explanation—For the purposes of this clause,— 
(a) a person shall be deemed to be of Indian origin ifhe, or either of his parents or any of his grand-parents, 

was born in undivided India; n 
(b) “convertible foreign exchange” means foreign exchange which is for the time being treated by the 

Reserve Bank of India as convertible foreign exchange for the purposes of the Foreign Exchange 

Regulation Act, 1973, and any rules made thereunder; ; 


10(5) in the case of an individual, the value of any travel concession or assistance received by, or due to, him, — 
(а) from his employer for himself and his family, in connection with his proceeding on leave to any place in 
India; "A t 


(b) from his employer or former employer for himself and his family, in connection with his proceeding to 
any place in India after retirement from service or after the termination of his service, — — 
subject to such conditions as may be prescribed (including conditions as to number of journeys and the 

amount which shall be exempt per head) having regard to the travel concession or assistance granted to the 

employees of the Central Government: 
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EXCLUSIONS 


Section 
10(5) 


174 


Provided that the amount exempt under this clause shall in no case exceed the amount of expenses actually incurred 


for the purposc of such travel. 


Explanation.—For the purposes of this clause, “family”, in relation to an individual, means— 
(i) the spouse and children of the individual; and 
(1) the parents, brothers and sisters of the individual or any of them, wholly or mainly dependent on the individual; 


10(5A) in the case of an individual who is not a citizen of India and is a non-resident, who comes to India solely in connection | 
with the shooting of a cinematograph film in India by the individual, firm or company referred to in clause (4) of the 
Explanation to clause (i) of sub-section (J) of section 9, any remuneration received by him for rendering any service in 
connection with such shooting; | à 

10(5В) in the сазе of an individual who renders services as a technician in the employment (commencing from a date after the 
31st day of March, 1993) of the Government or of a local authority or of any corporation set up under any special law or 
of any such institution or body established in India for carrying on scientific research as is approved for the purposes of 
this clause or sub-clause (viia) of clause (6) by the prescribed authority or in any business carried on in India and the 
individual was not resident in India in any of the four financial years immediately preceding the financial year in which 
he arrived in India and the tax on his income for such services chargeable under the head “Salaries” is paid to the Central 
Government by the employer (which tax, in the case of an employer, being a company, may be paid notwithstanding 
anything contained in section 200 of the Companies Act, 1956), the tax so paid by the employer for a period not exceeding 
forty-eight months commencing from the date of his arrival in India: 


Provided that the Central Government may, if it considers it necessary or expedient in the public interest so to do, 


waive the condition relating to non-residence in India as specified in this clause in the case of any individual who is | 
employed in India for designing, erection or commissioning of machinery or plant or supervising activities connected with 
such designing, erection or commissioning. : ‹ qu» 


Explanation.—For the purposes of this clause, "technician" means a person having specialiscd knowledge and 


experience in— 


(i) constructional or manufacturing operations, or in mining or in generation of electricity or any other form of 


power, or 


(ii) agriculture, animal husbandry, dairy farming, deep sea fishing or ship building, or 
(iii) such other field as the Central Government may, having regard to availability of Indians having specialised 


knowledge and experience therein, the needs of the country and other relevant circumstances, by notification in the 

Official Gazette, specify, 

who is employed in India in a capacity in which such specialised knowledge and experience are actually utilised; 
10(6) this clause relates in respect of an indizidual who, is not a citizen of India. For text of this clause, refer pp. 128-130 of Income-tax Ready 

Reckoner for the assessment year 1981-82 (4154 consecutive edition) and for amendments made to this clause refer section 4(а) of the Finance 

Act, 1988 on page 6 of I.T.R.R. 1985-89, section 4(c) of the Finance Act, 1992 on page 7 of 1.T.R.R. 1992-93 and section 3(b) of the 

Finance Act, 1993 on page 7 of I.T.R.R. 1993-94; 


10(6A) where in the case of a foreign company deriving income by way of royalty or fees for technical services received from 
: Government or an Indian concern in pursuance ofan agreement made by the foreign company with Government or the 
Indian concern after the 31st day оГ March, 1976, and,— i 


(a) where the agreement relates to a matter included in the industrial policy, for the time being in force, of the 


@) 


Government of India, such agreement is in accordance with that policy; and 
in any other case, the agreement is approved by the Central Government, 


the tax on such income is payable, under the terms of the agreement, by Government or the Indian concern to the Central 


Government, the tax so paid. : 


Explanation—For the purposes of this clause and clause (6B)/- > : “ 


(s) 


(0) 
(с) 


МЕ есен services” shall have the same. meaning as іп Explanation 2 to clause (vii) of sub-section (1) of 
з I 7 i r 

“foreign company" shall have the same meaning аз in section 80Р; i 

royalty” shall have the same meaning as in Explanation 2 to clause (vi) of sub-section (1) of section 9; 


10(6B) where in the case of a non-resident (not being a com i iving i 
у [ pany) or of a foreign company deriving inco; bei 1 
royalty or fees for technical services) from Government or an Indian concern ара of an Krabi берч л inte 


by the Central Government with the Government of a fo 


reign State or an international organisation, the tax on such 


income is payable by Government or the Indian concern to.the Central Gove 
any other related agreement approved by the Central Gov. c ыр xm the terms of that agreement or 


10(6C) any income arising to such foreign company, as the Central Governm i 
income ; i ө ent ma notification i 1 t 
! ‚ «specify in this behalf, by way of fees for technical services received in m 4 an ы TIS 


Government for providing services їп or outside India in projects 


10(7) any allowances or perquisites paid or allowed as such outside India by 
service outside India; > 


connected with security of India; 
the Government to a citizen of India for rendering 
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Section 


| 0(8) (b) any other income of such individual which accrues or arises outside India, and is not deemed to accrue or arise in 
Í З d 


India; in respect of which such individual is required to pay any income or social security tax to the Government of 
that forcign State; 


| 10(8А) in the case of a consultant— et 
КУ v (a) any remuneration or fee received by him or it, directly or indirectly, out of the funds made available to an 
international organisation [hereafter referred to in this clause and clause (8B) as the agency] under a technical 


assistance grant agreement between the agency and the Government of a foreign State; and 


(b) any other income which accrues or arises to him or it outside India, and is not deemed to accrue or arise in India, in 


respect of which such consultant is required to pay any income or social security tax to the Government of the 
country of his or its origin. 3 ' : 


Explanation —In ‘this clause, “consultant” means— i 
(i) any individual who is either not a citizen of India or, being a citizen of India, is not ordinarily resident in India; 
i ог i i à 
(ii) any other person, being a non-resident, Р : 

HER engaged by the agency for rendering technical services in India in connection with any technical assistance 

| programme or project, provided the following conditions are fulfilled, namely:— 

| (1) the technical assistance is in accordance with an agreement entered into by the Central Government and the 

agency; and z , 
(2) the agreement relating to the engagement of the consultant їз approved by the prescribed authority for the 
purposes of this clause; ч 
10(8B) in the сазе of an individual who is assigned to duties in India in connection with any technical assistance programme and 
project in accordance with an agreement entered'into by the Central Government and the agency— 
(a) ny ESR: received by him, directly or indirectly, for such duties from any consultant referred to in clause 

i 8A); an ! ; І 
(b) any other income of such individual which accrues ог arises outside India, and is not deemed to accrue or arise in 

India, in respect of which such individual is required to pay any income or social security tax to the country of his 

origin, provided the following conditions are fulfilled, namely:— 

(i) the individual is an employee of the consultant referred to in clause (8A) and is either not a citizen of India or, 
being a citizen of India, is not ordinarily resident in India; and . 

(ü) the contract of service of such individual is approved by the prescribed authority before the commencement of 
his service; : 

10(9) the income of any member of the family of any such individual as is referred to in clause (8) or clause (BA) 
or, as the case may be, clause (BB) accompanying him to India, which accrues or arises outside India, and is 
not deemed to accrue or arise in India, in respect of which such member is required to pay any income or 
social security tax to the Government of that foreign State or, as the case may be, country of origin of such 

member; i М а : - 

10(10) (i) ‘any death-cum-retirement gratuity received under the revised Pension Rules of the Central Government 

7 — "or, as the case may be, the Central Civil Services (Pension) Rules, 1972, or under any similar scheme 
applicable to the members of the civil services of the Union or holders of posts connected with defence 
or of civil posts under the Union (such members ог, holders being persons not governed by the said 

Rules) or to the members of the all-India services or to the members of the civil sérvices of a State or 

holders of civil posts under a State or to the employees of a local authority or any payment of retiring 

gratuity received under the Pension Code or Regulations applicable to the members of the defence 
services; : fe 

(ii) any gratuity received under the Payment of Gratuity Act, 1972, to the extent it does not exceed an 

| amount calculated in accordance with the provisions of sub-sections (2) and (3) of section 4 of that Act; 

| (iii) any other gratuity received by an employee on his retirement or on his becoming incapacitated prior to 

| such retirement or on termination of his employment, ог any gratuity received by his widow, children 
| or dependents on his death, to the extent it does not, in either case, exceed one-half month's salary for 
each year of completed ‘service, calculated on, the basis of the average salary for the ten months 
| immediately preceding the month in which any such event occurs, subject to such limit' as the Central 
Government may, by notification in the Official Gazette, specify in this behalf having regard to the 
| /'" limit applicable in this behalf to the employees of that Government: 

I| 

| 

| 

1 


PLE 


' "Provided that where any gratuities referred to in this clause are received by an employee from more 
than one employer in the same previous year, the aggregate amount exempt from income-tax under this 
clause shall not exceed the limit! so specified: ` e's E ul 

Provided further that where any such gratuity or gratuities was or were received in any one or more 
earlier previous years also and the whole or any part of the amount of such gratuity or gratuities was not 


includéd in the total income of the assessee of such previous year or years, the amount exempt from _ 


NELLE “one lath тга” in relation to gratuity becoming papable on or afier Lt January, 1986 [Via ойран Na. 754 dated 18 Sumber, 
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Section 

10(10) income-tax under this clause shall not exceed the limit" so specified as reduced by the amount or, as the Case 


10(10A) 


10(10AA) 


10(10B) 


may be, the aggregate amount not included in the total income of any such previous year or years, 


Explanation.—In this clause, and in clause (10AA), “salary” shall have the meaning assigned to it in 


clause (A) of rule 2 of Part A of the Fourth Schedule; : : Х 

(i) any payment іп commutation of pension received under the Civil Pensions (Commutation) Rules of the 
Gentral Government or under any similar scheme applicable to the members of the civil services of the 
Union or holders of posts connected with defence or of civil posts under the Union (such members or 
holders being persons not governed by the said Rules) or.to the members of the all-India services or to 
the members of the defence services or to the members of the civil services ofa State or holders of civil 
posts under a State or to the employees of a local authority or a corporation established by a Central, 
State.or Provincial Act; 3 

(ii) any payment in commutation of pension received under any scheme of any other employer, to the 
extent it does not exceed— 


(a) ina case where the employee receives any gratuity, the commuted value of one-third of the pension | 


which he is normally entitled to receive, and 
(b) in any other case, the commuted value of one-half of such pension, 


such commuted value being determined having regard to the age of the recipient, the state of his health, | 


the rate of interest and officially recognised tables of mortality; 


(i) -any payment received by an employee of the Central Government or a State Government as the cash | 


equivalent of the leave salary in respect of the period of earned leave at his credit at the time of his 
retirement whether on superannuation or otherwise; ! 


(ii) any payment of the nature referred to in sub-clause (i) received by an employee, other than an - 


employee of the Central Government or a State Government, in respect of so much of the period of 


earned leave at his credit at the time of his retirement whether on superannuation or otherwise as does. | 


not exceed eight months, calculated on the basis of the average salary drawn by the employee during | 
the period of ten months immediately preceding his retirement whether on superannuation or other- | 
wise, subject to such limit as the Central Government may, by notification? іп the Official Gazette, | 
specify in this behalf having regard to the limit applicable in this behalf to the employees of that : 


Government: c 
Provided that where any such payments are received by an employee from more than one employer in 


the same previous year, the aggregate amount exempt from income-tax under this sub-clause shall not 
exceed the limit so specified: 


Provided further that where any such payment or payments was or were received in any one or more 


earlier previous years also and the whole or any part of the amount of such payment or payments was ог | 


income-tax under this sub-clause shall not exceed the limit so specified, as reduced by the amount or, as the 
сазе may be, the aggregate amount not included in the total income of any such previous year or years. 
Explanation. —For the purposes of sub-clause (ii), the entitlement to earned leave of an employee shall not 
exceed thirty days for every year of actual service rendered by him as an employee of the employer from 
whose sérvice he has retired; f SERRA x 
any compensation received by a workman under the Industrial Disputes Act, 1947, or under any other Act 
or rules, orders or notifications issued thereunder or-under any standing orders or under any award, 
contract of service or otherwise, at the time of his retrenchment: __ ) 
SOC that the тош exempt under this clause shall not exceed— 
1) an amount calculated in accordance with the isi i 
ЫШ DADAS Act ты the provisions of clause (b) of section 25F of the 


(ii) such amount, not being less than fifty thousand rupees, as the Central Government may, by 


were not included in the total income of the assessee of such previous year or years, the amount exempt from 


notification in the Official Gazette, specify in this behalf, 
whichever is less: ч 
Provided further that the preceding proviso shall not apply i )mpensati i 
с 1е р y in respect of a 
a workman in accordance with any scheme which the Central UM atte Rivne теда: Meier 


for extending special protection to the workmen in the undertaki i i 
relevant circumstances, approve in this behalf, ү нешеде зараа ош 


.. Explanation.—For the purposes of this clause— 


Ja, Refer foot note No. 1 on page 175. i 
2. Vide Notification No, 5.0. 553(Е) dt. 8th June, 1988 [Refer foot note No. 16 on page 69). 


(a) compensation received by a workman at the time of the closing down of the ur ing i i i 
l ‹ e und heis 
employed shall be deemed to be the compensation reed a the time of his Ere which ў 


s 


i 
| 
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Section 
10(10B) 


10(10BB) 


10(10C) 


"lO(10D) 


10(11) 


1002) - 


10(13) 


10(13A) 


2a. The words, brackets and figures in italics inserted w.e,f. 1-4-1995 (assessment year 1995-96. and. onwards). 8 ресе 


177 l-T 
EXCLUSIONS 


(b) compensation received by a workman, at the time of the transfer (whether by agreement or by 
operation of law) of the ownership or management of the undertaking in-which he is employed from the 
employcr in relation to that undertaking to a new employer, shall be deemed to be compensation 
received at the time of his retrenchment if— ; 
(i) the service of the workman has been interrupted by such transfer; or 
(ii) the terms and conditions of service applicable to the workman after such transfer are in any way — 

less: favourable to the workman than those applicable to him immediately before the transfer; or 

(iii) the new employer is, under the terms of such transfer or otherwise, legally not liable to pay to the 

workman, in the event of his retrenchment, compensation on the basis that his service has been 
continuous and has not been interrupted by the transfer; 

(c) the expressions “employer” and “workman” shall have the same meanings as in the Industrial Disputes 
Act, 1947; 

any payments made under the Bhopal Gas Leak Disaster (Processing of Claims) Act,1985 and any scheme 

framed thereunder except payment made to any assessee in connection with the Bhopal gas leak disaster to 

the extent such assessee has been allowed a deduction under this Act on account of any loss or damage 
caused to him by such disaster; 

any amount received by an employee of— 

(i) a public sector company; or 

(ii) any other company; or 

(iii) an authority established under a Central, State or Provincial Act; or 

(iv) a local authority; or | 

The following sub-clauses are inserted w.e.f: 1-4-1995 (assessment year 1995-96 and onwards): 

(v) a co-operative society; or 3 А 

(vi) а University established or incorporated by or under а Central, State or Provincial Act and an institution declared to be 

a University under section 3 of the University Grants Commission Act, 1956; or 
(vii) an Indian Institute of Technology within the meaning of clause (g) of section 3 of the Institute of Technology Act, 
1961; or А à 
(viii) such institute of management as the Central Government may, by notification in the Official Gazette, specify in this 
- behal э : te А 

at the e of his voluntary retirement in accordance with any scheme or schemes of voluntary retirement, 

to the extent such amount does not exceed five lakhs rupees: 

Provided that the schemes of the said companies or authorities or socielies or universities or the Institutes 
referred to in sub-clauses (vii) and (viii), as the case may be, governing the payment of such amount are framed 
in accordance with such guidelines (including, inter alia, criteria of economic viability) as may be prescribed 
and such schemes in relation to companies referred to in sub-clause (ii) or co-operative societies referred to in 
sub-clause (v)* are approved by the Chief Commissioner or, as the case may be, Director-General in this 
behalf: : 
Provided further that where exemption has been allowed to an employee under this clause for any 
assessment year, no exemption thereunder shall be allowed to him in relation to any other assessment year; 
any sum received under a life insurance policy, including the sum allocated by way of bonus on such policy; 


any payment from a provident fund to which the Provident Funds Act, 1925, applies or from any other 

provident fund set up by the Central Government and notified by it in this behalf in the Official Gazette; 

the accumulated balance due and becoming payable to an employee participating in a recognised provident 

fund, to the extent provided in rule 8 of Part А of the Fourth Schedule; 

any payment from an approved superannuation fund made— У 

(i) on the death of a beneficiary; or 

(ii) to an employee in lieu of or in commutation of an annuity on his retirement at or after a specified age or 
on his becoming incapacitated prior to such retirement; or 


* (iii) by way of refund of contributions on the death of a beneficiary; or 


(iv) by -way of refund of contributions to an employee on his leaving the service їп connection with which 
the fund is established otherwise than by retirement at or after a specified age or on his becoming 
incapacitated prior to such retirement, to the extent to which such payment does not exceed the 
contributions made prior to the commencement of this Act and any interest thereon; 

any special allowance specifically granted to an assessee by his employer to meet expenditure actually 

incurred on payment of rent (by whatever name called) in respect of residential accommodation occupied 

by the assessee, to such extent as may be prescribed having regard to the area or place in which such 
accommodation is situate and other relevant considerations. t amo occ PEN 
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Section 
10(13A) Explanation.—For the removal of doubts, 
apply in a case where— 5 
(a) the residential accommodation occupied by th 
(b) the assessee has not actually incurred expenditure on payment 
in respect of the residential accommodation occupied by him; сан н 
: ch special allowance or benefit, not being in the nature of a perquisite within the meaning of | 
SAN k ase. (2) P section 17, specifically granted to mect expenses wholly, necessarily and exclusively | 
incurred in the performance of the duties of an office or employment of profit, as the Central 
Government may, by notification? in the Official Gazette, specify, to the extent to which such expenses | 
are actually incurred for that purpose; Я i 
(ii) any such allowance granted to the assessee either to meet his personal expenses at the place where the | 
duties of his office or employment of profit are ordinarily performed by him or at the place where he 
ordinarily resides, or to compensate him for the increased cost of living, as the Central Government 
may, by notification? in the Official Gazette, specify, to the extent specified in the notification: 
Provided that nothing in sub-clause (ii) shall apply to any allowance in the, nature of personal 
allowance granted to the assessee to remunerate or compensate him for performing duties of a special nature 
relating to his office or employment unless such allowance is related to the place of his posting or residence; 


10(14A) апу income received by a public financial institution as exchange risk premium from any person borrowing 

foreign currency from such institution, provided the amount of such premium is credited by such institution 

to a fund specified under clause (23E). 

Explanation.—For the purposes of this clause,— x 1 

(i) the expression “public financial institution” shall have the meaning assigned to it in section 4A of the 
Companies Act, 1956; | 

(ii) the expression "exchange risk premium" means a premium paid by a person borrowing foreign 
currency from a public financial institution to cover the risk which may be borne by such institution on 
account of fluctuations in exchange rate of foreign currencies borrowed by such institution; 


it is hereby declared that nothing contained in this clause shal] | 


e assessee is owned by him; or 
of rent (by whatever name called) 


10(15) . (i) income by way of interest, premium on redemption or other payment on such securities, bonds, 
annuity certificates, savings certificates, other certificates issued by the Central Government and 
deposits as the Central Government may, by notification* in the: Official Gazette, specify in this | 
behalf, subject to such conditions and limits as may be specified in the said notification; | 

(ii) This sub-clause is omitted w.e.f. 1-4-1989 (assessment years 1989-90 and onwards); | 

(йа) This sub-clause is omitted w.e.f. 1-4-1989 (assessment years 1989-90 and onwards); | 

(ib) in the case of an individual ог a Hindu undivided family, interest on such Capital Investment Bonds | 
as the Central Government may, by notification in the Official Gazette, specify in this behalf; 

(iic) in the сазе of an individual or a Hindu undivided family, interest on such Relief Bonds as the Central | 

Government may, by notification in the Official Gazette, specify in this behalf; | 

(iid) interest on such bonds, as the Central Government may, by notification in the Official Gazette, | 

specify, arising to — ч | 

(a) a non-resident Indian, being an individual owning the bonds; or | 

(Ь) M owning the bonds by virtue of being a nominee or survivor of the non-resident | 

ndian; or | 

(с) any individual to whom the bonds have been gifted by the non-resident Indian: | 

Ene сы ске ыо м Тайна cc bane 

beer cout дире dc ду р er on their maturity or otherwise, is | 

us ode бшк икенче ад күнел wha іза non-resident Indian in any previous year in which | 

L. in India in any subsequent year, the provisions of this [ 

| 


A 


sub-clause shall continue to apply in relation to such individual: 

Provided also that in a case where the bonds are encashed in a 1 1 1 ity b 
, Pro ! ‹ b л previous year prior to their maturity Dy | 
an individual who is so entitled, the provisions of this sub-clause shall m ES to such individual 1 | 
relation to the assessment year relevant to such previous year. : | 
Explanation.— For the purposes of this sub-clause, the ex ion “ i ian" уе | 
the meaning assigned to it in clause (e) of section 1156; RA р есш шы | 
(iii) nd on securities held by the Issue Department of the Central Bank of Ceylon constituted under the Ceylon Monetary Law Ath | 
(lia) interest payable to any bank incorporated in a country outside India and i perform | 
country on any deposits made by it, with the SEXE RD REESE Baek tla 0 ре any scheduled bank. | 
3. Vide Notfetion No. 5.0. (E, ИЕ), ӨЕ), 259(E), 267(E) 80 487(6) (Refer page 63). ; | 
4. Vide Notification No. G.S-R. 607(Е), dt, th‘ June, 1989 Refer 178 ITR. (St) 43). У | 
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„Explanation — For the purposc of this sub-clause, *scheduled bank" shall have the meaning assigned 
to it in clause (ii) of the Explanation to clause (viia) of sub-scction (J) оГ section 36; 
(iv) Interest payablc— 


(a) 
(b) 


(с) 


(d) 


(е) 


(fa) 


(2) 


(h) 


@) 


UT остен or a local authority on moneys borrowed by it from, or debts owed by it to, sources outside 
ndia; 

by an industrial undertaking in India on moncys borrowed by it under a loan agreement entered into with any 
such financial institution in a forcign country as may be approved in this behalf by the Central Government by 
gencral or special order; : 

by an industrial undertaking in India on any moneys borrowed or debt incurred by it in a forcign country in 
respect of the purchase outside India of raw materials or components or capital plant and machinery, to the 
extent to which such interest does not exceed the amount of interest calculated at the rate approved by the 
Central Government in this behalf, having regard to the terms of the loan or debt and its repayment. 
Explanation.—For the purposcs of this item, “purchase of capital plant and machinery” includes the purchase 
of such capital plant and machinery under a hire-purchase agreement or a lcasc agreement with an option to 
purchase such plant and machinery; 

by the Industrial Finance Corporation of India established by the Industrial Finance Corporation Act, 1948, 
or the Industrial Development Bank of India established under the Industrial Development Bank of India Act, 
1964, or the Export-Import Bank of India established under the Export-Import Bank of India Act, 1981, or the 
National Housing Bank established under section 3 of the National Housing Bank Act, 1987, or the Small 
Industries Development Bank of India established under section 3 of the Small Industries Development Bank 
of India Act, 1989, or the Industrial Credit and Investment Corporation of India (a company formed and 
registered under the Indian Companies Act, 1913), on any moneys borrowed by it from sources outside India, 
to the extent to which such interest docs not exceed the amount of interest calculated at the rate approved by 
the Central Government in this behalf, having regard to the terms of the loan and its repayment; 

by any other financial institutions established in India or a banking company to which the Banking Regulation 
Act, 1949, applics (including any bank or banking institution referred to in section 51 of that Act), on any 
moneys borrowed by it from sources outside India under a loan agrcement approved by the Central 
Government where the moneys are borrowed either for the purpose of advancing loans to industrial undertak- 
ings in India for purchasc outside India of raw materials or capital plant and machinery or for the purpose of 
importing any goods which the Central Gavernment may consider necessary to import in the public interest, to 
the extent to which such interest does not exceed the amount of interest calculated at the rate approved by the 
Central Government in this behalf, having regard to the terms of the loan and its repayment; 

by an industrial undertaking in India on any moneys borrowed by it in forcign currency from sources outside 
India under a loan agreement approved by the Central Government having regard to the need for industrial 
development in India, to the extent to which such interest does not exceed the amount of interest calculated at 
the rate approved by the Central Government in this behalf, having regard to the terms of the loan and its 
repayment; 

Lee scheduled bank, to a non-resident or to a person who is not ordinarily resident within the meaning of 
sub-section (6) of section 6, on deposits in foreign currency where the acceptance of such deposits by the bank 
is approved by the Reserve Bank of India. 

Explanation.—For the purposes of this item, the expression “scheduled bank" shall have the meaning 
assigned to in clause (ii) of the Explanation to clausc (viia) of sub-section (1) of section 36; 
by a public company formed and registered in India with the main object of carrying on the business of 
providing long-term finance for construction or purchase of houses in India for residential purposes, being a 
company approved by the Central Government for the purposes of clause (viii) of sub-section (Т) of secuon 36 
on any moncys borrowed by it in foreign currency from sources outside India under a loan agreement 
approved by the Central Government, to the extent to which such interest docs not exceed the amount of 
interest calculated at the rate approved by the Central Government in this behalf, having regard to the terms of 
the loan and its repayment. 

Explanation.—For the purposes of items (f), (fa) and (g), the expression “forcign currency” shall have the 
meaning assigned to it in the Foreign Exchange Regulation Act, 1973; ; ; 
by any public sector company in respect of such bonds or debentures and subject to such conditions, including 
the condition that the holder of such bonds or debentures registers his name and the holding with that 
company, as the Central Government may, by notification in the Official Gazette; specify in this behalf; 
by Government on deposits made by an employee of the Central Government or a State Government or a 
public sector company, in accordance with such scheme as the Central Government may, by notifications in the 
Official Gazette, frame in this behalf, out of the moncys due to him on account of his retirement, whether on 
superannuation or otherwise. 

Explanation.—For the purposes of this sub-clause, the expression “industrial undertaking” means any 
undertaking which is engaged in— 

(a) the manufacture or processing of goods; or 

(b) the business of generation or distribution of electricity or any other form of power; or 

(c) mining; or 5 

(d) thc construction of ships; or 

(e) the operation of ships or aircrafts; 
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Section 
10(15) 


10(15A) 


10(16) 
10(17) 


10(17A) 


10(18) 
10(18А) 
10(19) 
10(19А) 


10(20) 


10(20А) 


10(21) 
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(v) interest on securities held by the Welfare Commissioner, Bhopal Gas Victims, Bhopal, in Resery, 

Bank's SGL Account No. SL/DH 048; { at | 

any payment made, by an Indian Company engaged in the business of operation of aircraft, to acquire an 

aircraft on lease from the Government of a foreign State or a foreign enterprise under an agreement! 

approved by the Central Government in this behalf. | 

Explanation:—For the purpose of this clause, “foreign enterprise" means a person who is a non. 
resident; 

scholarships granted to meet the cost of education; 

any income by way of— | 

(1) daily allowance received by any person by reason of his membership of Parliament or of any State | 
Legislature or of any Committee thereof; | 

(ii) any allowance received by any person by reason of his membership of Parliament under the Members 
of Parliament (Constituency Allowance) Rules, 1986; 

(ii) all other allowances not exceeding six hundred rupees per month in the aggregate received by any 
person by reason of his membership of any State Legislature or any Committee thereof, which the 
Central Government may, by notification in the Official Gazette, specify in this behalf; 

any payment made, whether in cash or in kind,— A 

(i) in pursuance of any award instituted in the public interest by the Central Government or any State 
Government or instituted by any other body and approved by the Central Government in this behalf; 
or ' 

(ii) аз a reward by the Central Government or any State Government for such purposes as may һе, 
approved by the Central Government in this behalf in the public interest; | 


This clause is omitted w.e.f. 1-4-1989; 

any ex-gratia payments made by the Central Government consequent on the abolition of privy purse; 
Omitted by section 7 of the Ruler of Indian States (Abolition of Privileges) Act, 1972 w.e.f. 2-4-1973. 

This clause relates to exemption of annual value of any one palace in the occupation of a Ruler. For text of this clause, refer page 155 of 
1.Т.В.В. 1987-88 [47th Consecutive Edition]. 

the income of a local authority which is chargeable under the head “Income from house property”, “Capital gains", or [ 
“Income from other sources” or from a trade or business carried on by it which accrues or arises from the supply ofa | 
commodity or service (not being water or electricity) within its own jurisdictional area or from the supply of water ог. 
electricity within or outside its own jurisdictional area; 

any income of an authority constituted in India by or under any law enacted either for the purpose of dealing with and | 
satisfying the need for housing accommodation or for the purpose of planning, development or improvement of cities, | 
towns and villages, or for both; | 
a income of a scientific research association for the time being approved for the purpose of clause (ii) of sub-section (1) | 


section 35 
Provided that the scientific research association — | 
(a) applies its income or accumulates it for application, wholly and exclusively to the objects for which it is | 
established, and the provisions of sub-section (2) and sub-section (3) of section 11 21 "in relati | 
accumulation subject to the following modifi Ae armel Hose pants arte РР in reinen шы | 
(i) in sub-section (2),— | 
(1) the words, brackets, letters and figure “referred to in cla ion (1) | 
read with the Explanation to that sub-section” shall be omitted; ES atque бее | 
2) for the words “ i igi » “ ienti 
(2) en m MUT Es s or religious purposes", the words "for the purposes of scientific i 
(3) the reference to "Assessing Officer" in clause (a) thereof shall be the 
С ; n У to | 
pene жону referred to in clause (ii) of sub-section (1) ро на menee ? 
li) in sub-section (3), in clause (a), for th “chari igi » “the | 
purposes of scientific research” shall i iara Roues cnc purposes, the жоп ШЫ | 
(b) does not invest or deposit its funds, other than— З 
(i) апу assets held by the scientific research associati 
fund 5 the pudet as on the Ist day of June, 1973; Ee met а Н part of che corpi m 
1) any assets (being debentures issued i i 
nic march cen ыт аст d qe ig MPN orn) eret 
18) any accretion to formi i 5 i 
n n 1 205 ага бе ing part ы the eu of the fund mentioned in sub-clause (i), by w37 
(iv) voluntary contributions received and maintained in the fo 
as the Board may, by notification in the Official Gazette, specify, 
for any period during the previous year otherwise than in any or more of the forms or modes specified in pe 


rm of jewellery, furniture or any other article 


(5) of section 11: 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


Section 
ve 10(2 1 ) 
d 
nt | 
п. 

10(22) 


tel 10(22А) 


10(22В) 
Пу 10(23) 


181 "nm 
EXCLUSIONS. 


ара йин et mion и така S 
z 5 we u : 
shis laure, subje to the condition that such voluntary ааа ROT E ae ede о de EUR FOVEO, 
Star from n Dry me al more of е forms oe modes specified in sub-section (5) of section 11, after the expiry xen 
later: year in which such asset is acquired or the 31st day of March, 1992, whichever is 
Provided also that nothing contained in this clause shall 3 T 
Quir 7 S $ appl rel; H “їл 
association, being profits and gains of business unless the Wiis ae ари аа oe enr 
separate books of accounts are maintained by it in respect of such business; its objectives 


zi ноце of a university or other educational institution, existing solely for educational purposes and not for purposes 
any income of a hospital or other institution for th 1 E ; 

defectiveness or for the reception and treatment of nodu) апе Ea ett ot ee нше бов Шана or maal 
or rehabilitation, existing solely for philanth н uring convalescence or of persons теша medico анс 
This clause is inserted by the Fl Act E. posue Nd uci LE Aes | 
any income of an МАЕ ог танында күрел d eee пае ш) Moos даи 

° t ndia which та! noti T А 
Official Gazette having regard to the fact that the association or inkata has as i enaA ES ESET, 
regulation or encouragement in India of the games of cricket, hockey, football, tennis or such other games ors asthe 
Central Government may, by notification in the Official Gazette, specify in ‘this behalf: a 

Provided that the association or institution shall make an application in the prescribed form and manner to the 
prescribed authority for the purpose of grant of the exemption, or continuance thereof; under this clause: 

Provided further that the Central Government may, before notifying the association or institution under this clause 
call for such documents (including audited annual accounts) or information from the association or institution as it thinks 
necessary in order to satisfy itself about the genuineness of the activities of the association or institution and that 
Government may also make such inquiries as it may deem necessary in this behalf: 

Provided also that the association or institution, — 

(a) applies its income or accumulates it for application, wholly and exclusively to the objects for which it is 
established and the provisions of sub-section (2) and sub-section (3) of section 11 shall apply in relation to such 
accumulation subject to the following modifications, namely:— т 

(i) іп sub-section (2), — 

(1) the words, brackets, letters and figure "referred to in clause (a) or clause (b) of sub-section (1) 
read with the Explanation to that sub-section” shall be omitted; 

(2) for the words “то charitable or religious purposes”, the words “for the purposes of games or 
sports” shall be substituted; i 

(3) the reference to “Assessing Officer” in clause (a) thereof shall be construed as a reference to the 
“prescribed authority” referred to in the first proviso to this clause; 2 
(ii) in sub-section (3), in clause (a), for the words "charitable or religious purposes”, the words “the 

purposes of games or sports" shall be substituted; and 

(b) does not invest or deposit its funds, other than— 

(i) апу assets held by the association or institution where such assets form part of the corpus of the fund of 

the association. or institution as on the Ist day of June, 1973; 

(ii) any assets (being debentures issued by, or on behalf of, any company or corporation), acquired by the 

association or institution before the Ist day of March, 1983; 

(iii) any accretion to the shares, forming part of the corpus of the fund mentioned in sub-clause (i); by way 
of bonus shares allotted to the association or institution; 
(iv) voluntary contributions received and maintained in the form of jewellery, furniture or any other article 
as the Board may, by notification in the Official Gazette, specify, ' ; 
for any period during the previous year otherwise than in any one or morc of the forms or modes specified in sub-section 


(5) of section 11; and T 
(c) does not distribute any part of it 


or institution affiliated to it: TRE 1 mou 
Provided also that the exemption under this clause shall not be denied in relation to any funds invested or deposited 
han in any one or morc of the forms or modes specified in sub-secuon (5) of 


before the Ist day of April, 1989 otherwise than In any, Y 
section 11 if such funds do not continue to remain so invested or deposited after the 30th day of March, 1993: 


Provided also that the exemption under this clause shall not be denied in relation to voluntary contribution, other 


than voluntary contribution in cash or voluntary contribution of the nature referred to in clause (b) of the third proviso to 
this clause, subject to the condition that such voluntary contribution is not held by the association or institution, 


otherwise than in апу опе or more of the forms or modes specified in sub-section (5) of section 11, after the expiry of one 


year from the end of the previous year in which such assetis acquired or the 31st day of March, 1992, whichever is later: 


Provided also that nothing contained in this clause shall apply in relation to any income of the association ОГ _ 
institution, being profits and gains of business unless the business 13 incidental to the attainment of its objectives and — 
scparate books of accounts are maintained by it in respect of such business: i j 

Provided also that any notification issued by the Central Government under this clause in relation to any association 
or institution shall, at any one time, have effect for such assessment year or years, not exceeding three assessment years _ 


s income in any manner to its members except as grants to any association 
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(including an assessment year or ycars commencing before the date on which such notification is issued) as тау be | 
specified in the notification; 
any income (other than income chargeable under the head пс ў оре tive 
rendering any specific services or income by way of interest or dividends derived from its investments) of an association or 
institution established in India having as its object the control, supervision, regulation or encouragement of the profession | 
of law, medicine, accountancy, engincering or architecture or such other profession as the Central Government may | 
specify in this behalf, from timc to time, by notification in the Official Gazette: | 
Provided that— ' Е 
(i) the association or institution applies its income, or accumulates it for application, solely to the objects for 
which it is established; and | 
(ii) the association or institution is for the time being approved for the purposc of this clause by the Centraj | 
Government by gencral or special order; 
any income received by any person on behalf of any Regimental Fund or Non-Public Fund established by the armed 
forces of the Union for the welfare of the past and present members of such forces or their dependents; | 


any income of an institution constituted as a public charitable trust or registered under the Socicties Registration Ac, 
1860, or under any law corresponding to that Act in force їп апу part of India, and existing solely for the development of 
khadi or village industries or both, and not for purposes of profit, to the extent such income is attributable to the business 
of production, sale, or marketing, of khadi or products of village industries: 
Provided that— 
(i) the institution applies its income, or accumulates it for application, solcly for the development of khadi or | 
village industries or both; and 
(ii) the institution is, for the time being, approved for the purpose of this clause by the Khadi and Village 
Industries Commission: | 
Provided further that the Commission shall not, at апу onc time, grant such approval for more than threc assessment 
years beginning with the assessment year next following the financial year in which it is granted. 
Explanation.—For the purposes of this clause,— 
(i) “Khadi and Village Industries Commission" means the Khadi and Village Industries Commission 
established under the Khadi and Village Industries Commission Act, 1956; 
(ii) “khadi” and “village industries” have the meanings respectively assigned to them in that Act; 


any income of an authority (whether known as the Khadi and Village Industries Board or by any other name) established 
in a State by or under a State or Provincial Act for the development of khadi or village industries in the State. 
Explanation —For the purposes of this clause, “khadi” and “village industries” have th i tively assigned to | 
them in the Khadi and Village Industries Commission Act, 1956; a ee | 
апу їпсоте of any body or authority (whether or not a body corporate or corporation sole) established, constituted or | 
appointed by or under any Central, State or Provincial Act which provides for the administration of any опе or morc of 
thc following, that is to say, public religious or charitable trusts or endowments (including maths, temples, gurdwaras, | 
wakfs, churches, Synagogues, agiarics or other places of public religious worship) or societies for religious or charitable | 
purposes res as rupes де Societies Registration Act, 1860, or any other law for the time being in force: | 
that i | 

aub Заа ба пе E in this clause shall be construed to exempt from tax the income of any trust, endowment or 
any income of thc European Economic Community derived in India by.way of i ivi i i 
2 z ‚way of interest, dividends or capital gains from 
С кескш: дао, ы under such scheme as the Central Government may, by notification in thc Official 

Explanation.—For the purposes of this clause, “European Economi ity" Economi 
Community established by the Treaty of Rome of 25th March, 0955 — E Rica pee European E 
any income received by any person on behalf of— 

(i) the Prime Ministers National Relief Fund; or 

(i) — the Prime Minister's Fund (Promotion of Folk Art); or 

(iii) the Prime Minister's Aid to Students Fund; or 

(Ша) the National Foundation for Communal Harmony; or 


(iv) апу other fund or institution established for charitable purposes which may be notified by the Central | 


Governmentin the Official Gazette, having regard to the objects of the fund or institution and its importan® | 


“Income from house property” or any income received for | 


а 


throughout India or throughout any State or States; or 


{ 
(v)... any trust (including any other legal obligation) or institution wholl | 
| 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


Section 
b| 10(23С) 


x | 10(23D) 


10(23E) 


ag oeaan ea 


LL 


10(24) 


€ Lc 


10(25) 


ei 


5m 


183 I-T 
EXCLUSIONS 


к Provided further that the Central Government may, before notifying the fund or trust or institution under sub-clause 
(iv) or sub-clause (v), call for such documents (including audited annual accounts) or information from the fund or trust 
or institution as it thinks necessary in order to satisfy itself about the genuineness of the activities of the fund or trust or 
institution and that Government may also make such inquiries as it may deem necessary in this behalf: 

Provided also that the fund or trust or institution referred to in sub-clause (iv) or sub-clause (v) — 


(a) applies its income, or accumulates it for application, wholly and exclusively to the objects for which it is 
established; and 


(b) does not invest or deposit its funds, other than— 
(i) _any assets held by the fund, trust or institution where such assets form part of the corpus of the fund, 
trust or institution as on the Ist day of June, 1973; 
(ii) any assets (being debentures issued by, or on behalf of, any company or corporation), acquired by the 
fund, trust or institution before the Ist day of March, 1983; ^ 
(iii) any accretion to the shares, forming part of the corpus of the fund mentioned in sub-clause (i), by way 
of bonus shares allotted to the fund, trust or institution; 
(iv) voluntary contributions received and maintained in the form of jewellery, furniture or any other article 
as the Board may, by notification in the Official Gazette, specify, У 
for any period during thc previous year otherwise than in any one or тоге of the forms ог modes specified in sub-section 
(5) of section 11: : 

Provided also that the exemption under sub-clause (iv) or sub-clause (v) shall not be denied in relation to any funds 
invested or deposited before the Ist day of April, 1989 otherwise than in any one ог more of the forms or modes specified 
in sub-section (5) of section 11 if such funds do not continuc to remain so invested or deposited after the 30th day of 
March, 1993: 

Provided also that the exemption under sub-clause (iv) or sub-clause (v) shall not be denied in relation to voluntary 
contribution, other than voluntary contribution in cash or voluntary contribution of the nature referred to in clause (b) of 
the third proviso to this sub-clause, subject to the condition that such voluntary contribution is not held by the trust or 
institution, otherwise than in any one or more of the forms or modes specified in sub-section (5) of section 11, after the 
expiry of опе year from the end of the previous year in which such asset is acquired or the 3lst day of March, 1992, 
whichever is later: 

Provided also that nothing contained in sub-clause (iv) or sub-clause (v) shall apply in relation to any income of the 
fund or trust or institution, being profits and gains of business, unless the business is incidental to the attainment of its 
objectives and separate books of accounts are maintained by it in respect of such business: 

Provided also that any notification issued by the Central Government under sub-clause (iv) or sub-clause (v) shall; 
at any one time, have effect for such assessment year or years, not exceeding three assessment years (including an 
assessment year or years commencing before the date on which such notification is issued) as may be specified in the 
notification; i 
any income of such Mutual Fund sct up by a public sector bank or a public financial institution or authorised by the 
Securities and Exchange Board of India or the Reserve Bank of India and subject to such conditions, as the Central 
Government may, by notification in the Official Gazette, specify in this behalf. 

: Explanation.—EFor the purposes of this clause,— 
(a) the expression “public sector bank” means the State Bank of India constituted under the State Bank of 

India Act, 1955, a subsidiary bank as defined in the State Bank of India (Subsidiary Banks) Act, 1959, a 

corresponding new bank constituted under section 3 of the Banking Companies (Acquisition and Transfer of 

Undertakings) Act, 1970, or under section 3 of the Banking Companies (Acquisition and Transfer of Undertakings) 

ct, 1980; : 3 i ЗР 5 
2 (b) thc expression "public financial institution” shall have the meaning assigned to it in section 4A of the 
nics Act, 1956; : А e 

ur the expression “Securitics and Exchange Board of India" shall have the meaning assigned to it in clause (a) 

of sub-section (1) of section 2 of the Securities and Exchange Board of India Act, 1992; 

i such Exchange Risk Administration Fund set up by public financial institutions, either jointly or 
d Central GUT may, by notification in the Official Gazette, specify in this behalf: f 

Provided that where any amount standing to the credit of the Fund and not charged to income-tax during any 
previous year is shared, either wholly or in part, with a public financial institution, the whole of the amount so shared 
shall be deemed to be the income of the previous year in which such amount is so shared and shall accordingly be 
chargeable to income-tax. Bree he NA а 

уран тые the pürposes of this clause, the expression “public financial institution” shall have the meaning 
assigned to it in section 4A of the Companies Act, 1956; E Mes MENU 
any income chargeable under the heads “Income from house property” and осот пош 9 ег юш. "us ma 
union within the meaning of the Indian Trade Unions Act, 1926, formed primarily for the purpose of regulating t 
relations between workmen and employers or between workmen and d "em Р au 
i) i n securities which arc held by, or are the property of, any provident {und to which the Provident Fund s ct, 
9 1925, applics, and any capital ined the fund arising from the sale, exchange or transfer of such sécurities; = 
(ii) any income received by the trustees on behalf of a recognised provident fund; gon : i 
(iii) any income received by the trustees on behalf of an approved Шака БЕС Mee EDO Rak BS 
(iv) any income received by the trustees on behalf of an approved gratuity fund; Ayo 
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10(25) (v) any income reccived— 


10(26) 


10(26A) 


10(26AA) 


10(26B) 


10(27) 


10(28) 
10(29) 


10(30) 


(a) by the Board of Trustees constituted under the Coal Mines Provident Fund and Miscellaneous Provision 
Act, 1948, on behalf of the Deposit-linked Insurance Fund established under section 3G of that Act; or 
(0) by the Board of Trustees constituted under the Employees’ Provident Funds and Miscellancous Provisions 
Act, 1952, on behalf of the Deposit-linked Insurance Fund established under section 6С of that Act; 
in the case ofa member of a Scheduled Tribe as defined in clause (25) of article 366 of the Constitution, residing in any, 
area specified in Part I or Part II of the Table appended to paragraph 20 of the Sixth Schedule to the Constitution or in 
the States of Nagaland, Manipur and Tripura or in the Union territories of Arunachal Pradesh and Mizoram’ or in the 
areas covered by notification No. TAD/R/35/50/109, dated the 23rd February, 1951, issued by the Governor of Assam 
under the proviso to sub-paragraph (3) of the said paragraph 20 [as it stood immediately before the commencement of the 
North-Eastern Areas (Reorganisation) Act, 1971], any income which accrues or arises to him,— 
(a) from any source in the areas, States or Union territories aforesaid‘, or 
(b) by way of dividend or interest on securitics; 
any income accruing or arising to any person from any source in the district of Ladakh or outside India in any previous 


-— 9 


year relevant to any assessment year commencing before the Ist day of April, 1989, where such person is resident in the | 


said district in that previous усаг: : : ‘ 
Provided that this clause shall not apply in the case of any such person unless he was resident in that district in the 
previous year relevant to the assessment year commencing on the Ist day of April, 1962. 5 


Explanation 1.—Еог the purposes of this clause, a person shall be deemed to be resident in the district of Ladakh Һе | 


fulfils the requirements of sub-section (1) or sub-section (2) or sub-section (3) or sub-section (4) of section 6, as the case 
may be, subject to the modifications that— ж 

(i) references in those sub-sections to India shall be construed as references to the said district; and 

(ii) in clause (i) of sub-section (3), reference to Indian company shall be construed as reference to a company 
formed and registered under any law for the time being in force in the State of Jammu and Kashmir and having its 
registered office in that district in that year; - 


Explanation 2.—1п this clause, references to the district of Ladakh shall be construed as references to the areas | 


comprised in the said district on the 30th day of June, 1979; . 
any income of a person by way of winnings from any lottery, the draw of which is held іп pursuance of any agreement 
entered into on or before the 28th day of February, 1989 between the State Government of Sikkim and the organising 
agents of such lottery, where such person is resident in the State of Sikkim in any previous year. 

Explanation.—For the purposes of this clause, a person shall be deemed to be resident in the State of Sikkim if he 
fulfils the requirements of clause (1) or clause (2) or clause (3) or clause (4) of section 6, as the case may be, subject to the 
modifications that— 

(i) references in those clauses to India shall be construed as references: to the State of Sikkim; and 

(ii) іп sub-clause (i) of clause (3), reference to Indian company shall be construed as reference to a company formed 
and registered under any law for the time being in force in the State of Sikkim and having its registered office in that State 
in that year; { 


| 
) 


any income of a corporation established Ьу. a Central, State or Provincial Act or of any other body, institution or | 


association (being a body, institution or association wholly financed by Government) where such corporation or other 
body or institution or association has been established or formed for promoting the interests of the members of the 
Scheduled Castes or the Scheduled Tribes or backward classes or of any two or all of them. 
Explanatiog.—For the purposes of this clause,— _ : 
(a) “Scheduled Castes” and “Scheduled Tribes" shall have the meanings respectively assigned to them in 
299 (24) апа (25) of article 366 of the Constitution; 
6) “backward classes" means such classes of citizens, other than the Sched led C. he Scheduled 
THe GE сет! | chedu astes and the Schedu 
(i) by the Central Government; or 
(ii) by any State Government, 
as the case may be, from time to time; М ; 
any income of a co-operative society formed for promoting the interests of th bers of eith 
Scheduled Tape Te en Tg (ББ) | етет dus either the Scheduled Castes or 
des Provided that the membership of the co-operative society consists of only other co-operative societies formed for 
similar ратан i the finances of the society are provided by the Government and such other societies; 
any: amount as aa or paid in respect оГа tax credit certificate under the provisions of Chapter XXIIB and any scheme 
in the case of an authority constituted under any law for the time bein 
income derived from the letting of godowns or warchouses for sto 
commodities; 


g in force for the marketing of commodities, any 
rage, processing or facilitating the marketing 


the words, “or States aforesaid” shall be substituted, 
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Provided that the assessee furnishes to the 
concerned or within such further time as the 
amount of such subsidy paid to the аззсззе 


Assessing Officer, along with his return of income for the assessment year 
Assessing Officer may allow, a certificate from the Tea Board as to the 
я È © during the previous year. 
Explanation —In this clause, “Tea Board” means the Tea Board established under section 4 of the Tea Act, 1953. 
in the case of an аззеззес who carries on the business of growing and manufacturing rubber, coffee, cardamom or such 
other commodity in India, as the Central Government may, by notification in the Official Gazette, specify in this behalf, 
the amount of any subsidy received from or through the concerned Board under any süch scheme for replantation or 
replacement of rubber plants, coffee plants, cardamom plants or plants for the growing of such other commodity or for 
rejuvenation or consolidation of areas used for cultivation of rubber, coffee, cardamom or such other commodity as the 
Central Government may, by notification in the Official Gazette, specify: 
` _ Provided that the assessee furnishes to the Assessing Officer, along with his return of income for the assessment year 
concerned or within such further time as the Assessing Officer may allow, a certificate from the concerned Board, as to 
the amount of such subsidy paid to the assessee during the previous year. 
Explanation.— In this clause, “concerned Board” means,— 
(i) in relation to rubber, the Rubber Board constituted under section 4 of the Rubber Act, 1947, 
(ii) in relation to coffee, the Coffee Board constituted under section 4 of the Coffee Act, 1942, 
(iii) in relation to cardamom, the Spices Board constituted under section 3 of the Spices Board Act, 1986, 
(iv) in relation to any other commodity specified under this clause, any Board or other authority established 
under any law for the time being in force which the Central Government may, by notification in the Official Gazette, 
specify in this behalf; 
in the case of an assessee referred to in sub-section (14) of section 64, any income includible in his total 
income under that sub-section, to the extent such income does not exceed one thousand five hundred rupees 
in respect of each minor child whose income is so includible. 


. 


a 
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YOUR RIGHT TO CLAIM DEDUCTIONS FROM THE GROSS TOTAL INCOME 
CHAPTER VIA 
[For and from assessment year 1991-92 and onwards] : А 

Sections 80CCA to 80У specifies the deductions to be made from the gross total income. Gross total income 
means the total income, under all heads of income, computed in accordance with the provisions of the Act [Section 
80B(5)]. 

The gross total income is to be arrived at before allowing 
unabsorbed losses, depreciation, etc. of the earlier years. While deductions u 
certain payments made by the assessee, the deductions u/s. 80HH to 80RRA are i 

The deduction in respect of certain incomes, are to be allowed against the net income, that is after deducting 
expenses, etc. incurred for earning the gross income. In other words, income against which the deduction is to be allowed 
will first be computed as per the provisions of the Act and thereafter the deduction u/s. 80HH to 80RRA will be 
computed and allowed in respect of such net income [Sections 80AA & 80АВ]. 

EXAMPLE: For asséssment ycar 1994-95, the dividend income of Mr. A is Rs. 10,350. In order to earn this income, he had paid 
Rs. 500 by way of interest on borrowings and Rs. 50 by way of commission to a banker for thc purposc of realisation of dividend income. 
The dividend income will be taxed under section 56 and the deduction will be allowed under section 57 for interest on borrowings and 
bank commission. The net dividend income will be Rs. 10,350 Less Rs. 550 (Rs. 500-- Rs. 50) = Rs. 9,800. The deduction under section 


80L, read with section 80AB, will be Rs. 9,800 only. 
It may be noted that the aggregate amount of the deductions under Chapter VIA should not, in any case, exceed 
the gross total income [Section 80A(2)]. 


any deduction under Chapter VIA and after setting off 
/s. 80CCA to 80GGA are in respect of 
n respect of certain incomes. 


I. DEDUCTIONS IN RESPECT OF CERTAIN PAYMENTS: 


(i) Deduction in respect of deposits under National Savings Scheme or 
payment to annuity plan: 
(Refer Section 80CCA) 
Assessment years 1991-92 & 1992-93: 
Conditions: 
(i) The assessce is either an individual or a Hindu undivided family; 
(ii) the assessec has in the previous year ending on 31-3-91 & 31-3-92— 

(a) deposited any amount in National Savings Scheme or w.e.f. 1-10-1991, deposited any amount in notified scheme 
[National Savings Scheme referred to in the National Savings Scheme Rules, 1987 specified vide Notification No. S.O. 663(E), 
dt. 1-10-1991], or 

(b) paid any amount to effect or to keep in force a contract of such annuity plan of the Life Insurance Corporation as is 
notified by the Central Government (ї.е. “Jecvan Dhara” and “Jeevan Akshay” plans), 

out of his income chargeable to tax a sum not exceeding Rs. 40,000 for assessment years 1991-92 & 1992-93; 
iii) (a) where any amount (including interest accr i i i i 
Sea ete E Школа карей of which a deducien hax bees allowed ia vihdraom 


whole or in part in any previous ycar, the whole of the amount so withdrawn shall be deemed to be the income of the 
previous year in which withdrawal is made, or 

(0) where any amount is received on account of surrender of the policy or as annuity or bonus in any previous усаг, the 
whole of the amount so received shall be deemed to be the income of the previous alt in which the А т 


However, in accordance with the terms of annuity plan of L.I.C., in respect of which payment has b 1-4-1992 
the surrender value of policy received will not be deemed to be the income if the said ОШО i A саныы ыт and à 


(iv) interest on the deposits made under the National Savings Scheme/notified sch in (ii 1 
taxable only in the year of withdrawal. i solipedi варете [referral to in (a) above ЖШ 


E Amount of deduction: 
Assessment years 1991-92 & 1992-93 .. 100% of the amount so deposited/paid as does not exceed Rs. 40,000. 


Е NOTE: Amount received under the National Savings Scheme by the legal heirs on the death of itor i to 
income-tax in the hands of the legal heirs. Similarly, the amount paid by way of Gross Insurance Value Elenea К Жр 
LIC [as referred to in (ii) (b) above] to the nominee or legal heirs of the assessee after his death will also not be chargeable to income-tax 
ш the od of поа ein [Circular де 532 dt. 17-3-1989. 176 ITR (St.) 327]. However, amounts paid to an аззеззес ОП 

osure of account under the National Savings Scheme on the expiry of 3 ide Ci d 
раз eaten piry of 3 years would be taxable u/s. 80CCA (2) [Vide Circular No. 534 


Section 80CCA(3) provides that where a partition has taken place among the members of a Hi ivi i 
= В 3 H a 
deduction has been allowed to it, the amount received by a person shall be deemed to be the EE amiy иы 


| accordingly. CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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(ii) Deduction in respect of investment made under Equity Linked Savings Scheme: 
(Section 80CCB) 
Assessment years 1991-92 & 1992-93: 
Conditions; 

(i) The assessee is cither an individual or a Hindu undivided family; 
(ii) the assessec has acquired in the previous ycar ending on 31-3-1991 & 31-3-1992, out of his income chargeable to tax units of 


any Mutual Fund specified in section 10(23D) or units of the Unit Trust of India, under any plan formulated in accordance with the 
notified scheme! (hereafter referred to as the “Equity Linked Savings Scheme”); 


(iii) where any amount invested in the units issued under a plan formulated under the Equity Linked Savings Scheme in 
respect of which a deduction has been allowed is returned in whole or in part either by way of repurchase of such units or on the 
termination of the plan, by the Fund or the Trust, as the casc may be, in any previous year, it will be deemed to be the income of 
that previous year and charged to tax accordingly. 


However, as per clause (c) of Para 6 of the Equity Linked Savings Scheme, 1991 (Refer 188 ITR (St.)10], any withdrawal made 
by a nominec or legal heir of the deceased assessec will not form part of the taxable income of the nominee or the legal heir in the year of 
withdrawal. : 

Further, the difference between repurchase price and amount invested in units will be dcemed to be the capital gains arising in 
the previous year in which such repurchase takes place or the plan is terminated [Refer section 45(6)]; and 

(iv) where a Hindu undivided family which has availed of deduction, is partitioned, the amount returned shall be deemed to be 
the income of the recipient and taxed accordingly as stated in (iii) above. a 


Amount of deduction: 
Where the amount of investment made under “Equity Linked Savings Scheme”— 
(1) does not exceed Rs. 10,000 ES ac "n 3 ac ES e .. the whole of such sum. 
(2) excecds Rs. 10,000 oc ác ái es > o6 3c .. Rs. 10,000. 


(iii) Deduction in respect of medical insurance premia: 
(Refer Section 80D) 
Conditions: 
Assessment years 1991-92 to 1995-96: 
(1) Medical insurance premia is paid by cheque in the previous year out of his income chargeable to tax and such premia is 


(a) ` in the case of individual, оп his health or on the health of his spouse or dependent parents or dépendent children; and 
(0) in the case of Hindu undivided family, on the health of any member of the family; and * 
(2). such insurance is in accordance with a scheme framed in this behalf by the General Insurance Corporation of India and 
approved by, the Central. Government. E 
Amount of deduction: 
` Assessment years 1991-92 & 1992-93: : 
(1) where such premia does not exceed Rs. 3,000 . . se ac a ad UE „. the whole of such sum 


(2) where such’ premia exceeds. Rs. 3,000 as x 4: se =- an -. Rs. 3,000. 

Assessment years 1993-94 to 1995-96: i * si 
(1) where such premia does not exceed Rs. 6,000.. n. .. a ewe we the whole of such sum 
(2) where such premia exceeds Rs. 6,000 T b- ^ 45 ^c oe I Rs. 6,000. 


(iv) Deduction in respect of medical treatment, etc., of handicapped: dependents: 
(Section 80DD) ! 
Assessment years. 1991-92 to. 1995-96: gens 
Conditions: 4 Ne 
(i) The assessec is cither an individual who is resident in India or a Hindu undivided family who is resident in India; 


» 


(ii) for assessment years 1991-92 and 1992-93, the total (taxable) income of the assessec before allowing any deduction under e 
this section docs not exceed Rs. 1,00,000; t Y 


E: d 


ss 


_(iii) the assessec has, during thc previous year, incurred any expenditure for the medical treatment (including. nursing), training - 


and rehabilitation of a person who— à NY SPSS sve ce 
* (a). is a relative of the individual or, as the сазе may be, is a member of the HUF and is not dependent on any person 


oe. See 


^ 


"other than азѕсззсс for his support and maintenance, and 


s cr copa som ak c Lie x 
1. Notified schemes for assessment year 1991-92, are: (a) Master Equity Plan-1991, (Ы) Magaum Equity Linked Savings Scheme, 1 19 
(а) Dhan 80CCB(1), (d) Canpep Personal Equity Plan, and; (c) PNB Equity Linked Savings Scheme, 1991. ee er К 
b) Notified scheme, for assessment year 1992-93, аге: (a) Master Equity Plan, 1992, (b) Magnum G.LF.T.S. Scheme, (с) 
ui Сары, 1992, 9 PNB ELSS-1992, (f) IND SHELTER, and (g) BOINANZA 80CCB GCTSS 1992. > 
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b) is suffering from a permanent physical disability (including blindness) or is subject to mental retardation, 
Ern in rule ПА of the I.T. Rules, 1962 TRefer 193 ITR (St.) 115]. For gist of Circular No. 653, refer sub-item с of 
item ‘I’ on page 310. The permanent physical disability, etc. should be certified by a physician, surgeon, oculist or 
psychiatrist, as the case may be, working in a Government hospital. 
“Government hospital” includes a departmental dispensary whether full-time or part-time established and run by 
a Department of the Government for the medical attendance and treatment ofa class or classes of Government servants and 
members of their families, a hospital maintained by a local authority and any other hospital with which arrangements have 
been made by the Government for the treatment of Government servants; and 


(iv) the permanent physical disability, etc. should have the effect of reducing considerably such handicapped person’s capacity 
for normal work or engaging in a gainful employment or occupation. 1 


Amount of deduction: ‘ 
In computing the total income of such assessee for assessment ycars 1991-92 & 1992-93 ++ ho Rs. 6,000 


In computing the total income of such assessee for assessment year 1993- Rs. 12,000 
In computing the total income of such assessec for assessment years 1994-95 & 1995-96 es .. Rs. 15,000. 
(iva) Deduction in respect of repayment of loan taken for higher education: 

(Section 80E) i 


For the notes in respect of deduction u/s. 80E, refer Para 10.1 on page 38. 


(v) Deduction in respect of donations to certain funds, charitable institutions, etc.: 
(Refer Section 80G) 
Assessment years 1991-92 to 1995-96: 
Conditions: 
(i) Upto assessment year 1993-94, the aggregate donations must be Rs. 250 or more; 
egate donations under items (iv) & (v) given below should not exceed 10% of the gross total 


(ii) the qualifying amount of aggr 
income as reduced by deductions permissible under other provisions of Chapter VI A; 


(11) the monetary ceiling stated in (ii) above does not apply in cases where the donations are made to: 


(a) the National Defence Fund, (b) the Jawaharlal Nehru Memorial Fund, (с) the Prime Minister’s Drought Relief Fund, 
(d) the Prime Minister's National Relief Fund, (e): the National Children's Fund, (/) the Indira Gandhi Memorial Trust, 
(g) the Prime Minister's Armenia Earthquake Relief Fund, (А) the Africa (Public Contributions-India) Fund, (i) the Rajiv 
Gandhi Foundation (from assessment year 1992-93), (j) the National Foundation for Communal Harmony (from assess- 
ment year 1993-94), (k) a University or any educational institution of national eminence as may be approved (from 
assessment year 1994-95), and (1) the Maharashtra Chief Minister's Relief Fund during the period 1-10-93 to 6-10-93 or. 
the Chief Minister's Earthquake Relief Fund, Maharashtra (From assessment year 1994-95); 


(iv) the donations must be to those approved institutions or funds established in India for a charitabl fulfilling th 
conditions prescribed under the Income-tax Act; acchenitable purpose and АБЕ 


(v) donations made by an assessce to approved sport associations or institutions under secti 10(23) will arded as 
donations made to charitable institutions and will qualify for deduction under section 80G; and a AE ga 


(vi) only donations in form of money and not in kind will qualify for deduction. 
Percentage of deduction: 


In computing the total income of any assessec— 


(i) where the donations are made: (1) to the Government or to any such local author- 
ity, institution or association, as may be approved by the Central Government to be 
utilised for the purpose of promoting family planning or (2) to Prime Minister's 
National Relief Fund or (3) to Prime Minister's Armenia Earthquake Relief Fund 
or (4) to the Africa (Public Contributions-India) Fund or (5) to National Founda- 
tion for Communal Harmony [from assessment year 1993-94] or (6) to University or 
any educational institution of national eminence approved by the prescribed author- 
ity [from assessment year 1994-95] or (7) to the Maharashtra Chief Minister's Relief 
Fund during the period 1-10-93 to 6-10-93 or to the Chief Minister's Earthquake 
Relief Fund, Maharashtra [from assessment year 1994-95] 35 n SS 100% of qualifying donations 


9); їп any other сазе ee ae s s © 50% of qualifying donations. 


NOTE: Where deduction in respect of donations is claimed and allowed under secti i 

. .. NOI ; tion 80G 

in relation to such sum shall not be allowed under any other provision of the Income-tax Act for the beer E os 
W.e.f. 1-4-1993, the approval to be granted by the Commissioner to the institutions/funds shall have’ effect for a period not 


eme exceeding five assessment years, as ma be specified in the a Lo 
7 EL Mahukshu Bhawan агапаы! Collection. Digitized by eGangotri 
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(vi) Deduction in respect of rents paid: 
(Refer Section 80СС) : 
Assessment years 1991-92 to 1995-96: 
Conditions: t 
' (i) The rent paid is in excess of 10% of his total income before allowing any deduction under this sectión, . 


(ii) the rent paid is in respect of accommodation occupied for the purposes of his own residence subject to the condition that 
such accommodation is situated in any of the following places: (a) Agra, Ahmedabad, Allahabad, Amritsar, Bangalore, Bhopal, 
Calcutta, Coimbatore, Delhi, Faridabad, Gwalior (Lashkar), Hyderabad, Indore, Jabalpur, Jaipur, Kanpur, Lucknow, Ludhiana City, 
Madurai, Nagpur, Patna, Poona, Srinagar, Surat, Vadodara (Baroda) or Varanasi (Banaras) or the urban agglomeration of each of 
such places; (b) Bombay, Calicut, Cochin, Ghaziabad, Hubli-Dharwar, Madras, Sholapur, Trivandrum or Visakhapatnam, 

(iii) the deduction is to be claimed only in cases where any residential accommodation is not owned by the аззеззсе or by his 

f spouse or minor child or by Hindu undivided family of which he is a member. 

However, the deduction in respect of rents paid will be denied only where the assessee, his spouse or minor child or the Hindu 
undivided family of which һе is a member, owns any residential accommodation at the place where the аззеззее resides or performs the 
duties of his office or employment or carries on his business or profession. Thus, where the assessec or his spouse or minor child or a 
Hindu undivided family of which he is a member owns any residential accommodation elsewhere (i.e., at places other than the place 
wherc he ordinarily performs his duties of employment or carries on business or profession) the deduction under this section will not be 
denied. In cases where the assessee owns any residential accommodation at any other place and he claims concession in respect of 
self-occupicd house property in respect of such accommodation, the deduction available under this section will be denied even if he does 
not own any residential accommodation at the place where he ordinarily resides or performs the duties of his office or employment ог 
carries on his business or profession, and 


(iv) the assessee, being an employee, who is entitled to house rent allowance from the employer is eligible for exemption under 
section 10(13A) of the Act (refer page 76) but not for deduction under section 80GG. d 
i Amount of deduction: : 
25% of total income or Rs. 1,000 per month, whichever is less. 


Example: Mr. A pays rent of Rs. 1,250 per month. His gross total income for the assessment years 1991-92 to 1995-96 is 
Rs. 60,000. Deduction u/s. 80GG is to be claimed as explained hereunder: 


i Gross total income Е We 910: ah d Me Rs. 60,000 
| Less: Deductions under Chapter VIA: ? y 
\ (1) Mediclaim insurance premia (section 80D) op ca dices ap .. Rs. 2,000 
| (2) Dividends & interest from bank (section 80L) .. — .. утаа s .. Rs. 4,500 Rs. ` 6,500 
| Base for deduction under section 80GG? R Rs. 53,500 
Rent paid (Rs. 1,250Х12 months) od at da es 3d ds = -. Rs. 15,000 
| Less: 1096 of Rs. 53,500 as computed above ЕЕ o ui ac qi Jd. .. Rs 5,350 : 
| Rent paid іп excess .. oc of за 3c an л rip ору aris .. Rs. 9,650 
| = 
(1) Rent paid in excess xe 56 x ac ar an be ac go .. Rs. 9,650 
| (2) 25% of total income viz. Rs. 53,500 — .. "eds Sc 3 e 29 w. Аз. 13,375 
| (3) Ceiling amount of Rs. 1,000 per month X 12 months y as i: É .- Rs. 12,000 
| The least of the above viz. Rs. 9,650 is allowable as deduction under section 80СС — .. as Rs. 9,650 
| Taxable income .. Rs. 43,850 
[ = 
| (vii) Deduction in respect of certain donations for scientific research or rural development: 
| (Refer Section 80ССА) TOT 5 
| Assessment years 1991-92 to 1995-96: 4 | 
| Conditions: л 


Any sum paid by an assessce in the previous year to— 
(i) a scientific research association which has as its object the undertaking of scientific research or to a University, college 
or other institution to be used for scientific research subject to the condition that the association, University, college or 
institution is approved under section 35(1)(ii) by the prescribed authority under Rule 6 of LT. Rules, 1962, : ` З З 
(ii) a university, college or other institution to be used for research in social science or st istical research subject to the si 
| condition that such university, college or institution is approved u/s. 35(1) (iii) by the prescribed authority [applicable from 4 
j assessment year 1992-93], PNE сеу РАС БЕБЕ que 
| . (iii) (а) ап association or institution, which has as its object the undertaking of any programme of rural development, 
i used for carrying out any programme of rural development approved for the purposes of'section 35CCA ant the associati 


or institution is approved under section 35CCA(2), КЕР. i uS 

т Under the Explanation to section 80GG, the base to be adopted in this example for deduction under section 80G 

uos SOT Р Вз, 60,000 and the total income is Ёз. 43,850. The Explanation states that “10% or 25% of his t 

25%, as the case may be, of the assessec’s total income before allowing deduction for any expenditure under cui 
8-2-82. 135 ITR (St.) 6]. ‚ AE. 4 MUS uie 
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(b) ап association or institution which has as its object the training of persons for implementing programmes of rural 
development and the association or institution is approved under section 35CCA(2A). 2 E 
Subject to the condition that the assessec produces certificate from such association or institution as required for the 
purposes of sub-section (2) and (2A) of section 35CCA, 
(iv) a public sector company or a local authority or to an associa 


Committee, for carrying out any eligible project or scheme subject to the conditio! ne 2 Jur x 
referred to in section 35AC(2)(a) from such public sector company/local authority/association/institution [applicable from 


asscssment year 1992-93], 
(v) an association or institution which has as its object the undertaking of any programme: 
(a) of conservation of natural resources, to Ье used for carrying out any programme of conservation of natural 
resources approved for the purposes of section 35CCB(2), or ; 
(b) of afforestation, to be used for carrying out any programme of afforestation approved for the purposes of:section 


tion or an institution approved by the National 
dition that the assessce furnishes the certificate 


(vii) a rural development fund set up and notified by the Central Government for the purposes of section 35CCA(1)(c): 
shall be deducted in computing the total income of an assessce subject to the following conditions:;— 

(1). deduction under this section is not admissible in the case of an assessee whose gross total income includes income under 
the head “Profits and gains of business or profession", and 

(2) where a deduction under this section is claimed and allowed for any assessment year in respect of payments, referred to 
above, deduction shall not be allowed in respect of such payments under any other provision of the Incomc-tax Act, 1961 for the 
same or any other assessment year. 

: Amount of deduction: 

l. Sums paid to a scientific research association, or to a University, college or to an institution 
to be used for: (a) scientific research & (b) from assessment year 1992-93 and onwards, 
research in social science or statistical research 39 Z ac i at - the whole of such amount. 

2. Sums paid to an association or institution whose object is either the undertaking of any 
programme for rural development or the training of persons for implementing programmes 
of rural development or undertaking programme of conservation of natural resources/ 
afforestation or notified fund for afforestation/or rural development fund or from assess- 
ment year 1992-93 and onwards, sums paid to a public sector company/local authority/ 
approved association or institution for carrying out any eligible project/scheme Uo the whole of such amount. 


П. DEDUCTIONS IN RESPECT OF CERTAIN INCOMES: 


(viii) Deduction in respect of profits and gains from newly established industrial 
undertakings or hotel business in backward areas’: 


(Refer Section 80HH) | 
Assessment years 1991-92 to 1995-96: 
Conditions: 


| 

| 

| 

35ССВ(2), | 
(vi) to such fund for afforestation as is notified by the Central Government u/s. 35CCB (1)(b), 
| 

| 

| 

| 

| 


(a) In respect of any industrial undertaking: 
(i) Ithas begun or begins to manufacture or produce articles after 31-12-1970 but before 1-4-1990 in any backward area’, 
(ii) it is not formed by splitting up, or the reconstruction, of a business already in existence in any backward area’. 


T Howcver, in the case of an industrial undertaking which is formed by splitti i i 

| ‚Ном п U u y splitting up or reconstruction of a business 
already in existence іп а non-backward area and industrial undertaking shiftin - i 
qualify for the tax concession under this section, ^d кош осна ната агай вс backed асаа 


(iii) it is not formed by the transfer to a new business of machine i i 
) : га › 1 ry or plant previously used К n 
- backward area’, subject to exception in certain cascs i.e. total value of тасыу. als or Жау pant thereof Pun ed 
not exceed 2096 of the total value of machinery or plant used in business, and 


| (iv) it employs 10 or more workers in a manufacturing process carried i i | 
Í | workers in a manufacturing process carried on without the aid of зы CURE ыд үчем p 
f 
} 


(5) In respect of any hotel: I | 
(i) The business of the hotel has started or starts functioning after 31-12-1970 but before 1-4-1990 in any backward area’, | 
| 


M cs ii) the busines: i itti i | 
ma курен of the hotel is not formed by the splitting up, or the reconstruction, of a business already in existence 


(iii) the hotel is for the time being approved by the Central Government. 


д 3. “Backward area” means such area as the Central Governmen’ ТИТ 2 o3. 

(Ne SQ. 16s 18121006, Refer 163 TTR (c) 294]. However the Beards dared that “АП аген pecs de Dui Sere ий cone © 

|... enjoy paa d d respect of an industrial undertaking which begins to manufacture or produce arti F Eak s will ee of 
| = business of a starts G@tionagrhefese 9:865 Vider іка Nee Arde ВӘТ AISA T0]. E HS 
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Percentage of deduction: 


20% deduction in respect of profits and gains (before deduction allowable under section 80I or section 80J) derived from an 
industrial undertaking or the business of a hotel shall be allowed in computing the total income in respect of cach of the ten assessment 


years beginning with the assessment year in which the industrial undertaking begins to manufacture or produce articles or the business 
of the hotel starts functioning. i 


4 


Assessecs other than companies and co-operative societies will have to furnish report of audit in the prescribed Form No. 10C 
along with the return of income. i 


NOTE: The deduction under this section will not be allowed where an assessee has availed of deduction ufs. HHA Jor any assessment year. 


(ix) Deduction in respect of profits and gains from newly established small-scale 
Е industrial undertakings in certain areas: 
(Refer Section 80HHA) 
Assessment years 1991-92 to 1995-96: 
Conditions: 


(i) Small-scale industrial undertaking* begins to manufacture or produce articles after 30-9-1977 but before 1-4-1990, in any 
rural area‘, . 7 


(ii) it is not formed by the splitting up, or the reconstruction, of a business already in existence. 


However, this condition will not apply in the case of small-scale industrial undertaking which is formed as a result of the 
re-establishment, reconstruction or revival by the assessee of the business of any such industrial undertaking as is referred to in section 
33B, 


(iii) it is not formed by the transfer to a new business of machinery or plant previously used for any purpose. 


However, this condition shall not apply in cases where the total value of the machinery or plant or part so transferred does 
not exceed 2096 of the total value of the machinery or plant used in the business, 


(iv) it employs ten or more workers in a manufacturing process carried on with the aid of power, or employs twenty or more 
workers in a manufacturing process carried on without the aid of power, 


(v) the provisions contained in this section shall not apply in cases where the small-scale industrial undertaking is engaged in 
mining or has claimed deduction under section 80HH & the same is allowed under that section for any assessment усаг, and 


(vi) assessees other than companies and co-operative societies are required to furnish report of audit in the prescribed Form 
No. 10CC along with the return of income. 


Percentage of deduction: rs x - 


20% deduction in respect of profits and gains (before deduction allowable under section 801 or section 80J) derived by an _ 
assessec from a small-scale industrial undertaking shall be allowed in computing the total income in respect of each of the ten 
assessment years beginning with the assessment year in which such industrial undertaking begins to manufacture or produce articles. 


(x) Deduction in respect of profits and gains from projects outside India: 


(Refer Section 80HHB) r T 
Assessment years 1991-92 to 1995-96: NEC IA эсе ы 


Conditions: AU SS "1: ЖОЛ Ss 
(1) The assessee is cither an Indian company or a person who is resident in India; 1 uf es 
(2) the assessec is engaged in the execution ofa “foreign project" undertaken by him in pursuance ofa contract entered into by d 
him (or executing of any work undertaken by him forming part of a foreign project undertaken by other person), with the Government 
of a foreign State or any statutory ог other public authority or agency in a foreign State, or a foreign enterprise. is 
“Foreign project" means a project for the (i) construction of any building, road, dam, bridge or other structure outside Ie 
India; or (ii) the сау or installation of any machinery or plant outside India; or (ш) the execution of such other work asmay be RON 
(3) the consideration for the execution of such project is payable in Pace foreign exchanges А9 
4. An industrial undertaking shall be deemed to be а small-scale industrial undertaking if the aggregate value of 
than tools, jigs, dies and moulds) installed, as on the last day of the previous year, for the purposes of the business of the с 


à ^ 


5. Rural area means any arca as defined under Clause (а) of the Explanation ‘section 80ННА. 

6. “Convertible foreign exchange” will also include amounts receive | їп non-convertible rupe: 
Indian rupees under Government to Government credit. Remittances from epal and Bhutan are, however, 
185 ITR (St) 32]. p UIS E 
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4) the assessee maintains separate accounts in respect of the profits and gains derived from the · € execution of the 
er Where те aeie, i a person other than an Indian company or a co-operative AN S ассо, have been 
audited by an accountant as defined in the Explanation to section 288(2) and the assessce furnishes along with the return of income, the 


report of such audit in the prescribed Form No. 10CCA duly signed and verified by such accountant; 


i i i i i f which the deduction i 
5) the assessee is required to debit to the profit and loss account of the previous усаг Іп respect o uction ig 
sind e section 30HHB and credit to a “Foreign Projects Reserve Account” a sum equal to 50% of the profits and gains from 
such project or work. The reserve so created is required to be utilised by the аззеззсе during а period of 5 immediately succeeding years 
for the purposes of his business and not for distribution by way of dividends or profits; 


(6) the assessce is required to remit into India in convertible foreign exchange an amount equal to 50% of such profits and gains 
within a period of six months from the end of the relevant previous year or where the Chief Commissioner or Commissioner is satisfied 
that the assessce is, for reasons beyond his control, unable to do so within the period of 6 months, then, within such further period as the 
Chief Commissioner or Commissioner may allow in this behalf; and 


(7) the consideration received for the execution of a foreign project shall not qualify for deduction for any assessment years 
under any other provision of Chapter VIA. 


Percentage of deduction: 


50% deduction in respect of profits and gains relating to execution of such “foreign project” will be allowed in computing the | 
total income of the assessec. 


NOTES: (1) Ifthe amount credited to the “Foreign Projects Reserve Account” or the amount actually remitted into India by 
the assessec or either of these amounts is less than 50% of such profits and gains, then, deduction will be restricted 
to the amount so credited to the “Foreign Projects Reserve Account” or the amount actually brought into India, 
whichever is less. х 


(2) Ifat any time, before the expiry of 5 years, the assessee utilises the amount credited to “Foreign Projects Reserve 
Account” for the purposes of distribution by way of dividends or profits or for any other non-business purpose, | 
then, deduction originally allowed will be deemed to have been wrongly allowed and the assessment of that year | 
will be rectified within a period of four years from the end of the accounting year in which the “Foreign Projects 
Reserve Account” is utilised for any other non-business purposes [Section 80HHB (4) read with section 154]. | 


(xi) Deduction in respect of export turnover: | 
(Refer Section 80HHC) 
Assessment years 1991-92 to 1995-96: 
Conditions: | 
(1) (a) The assessee is either an Indian company or a person who is resident in India, or p^ 


(b) the assessec is a supporting manufacturer’ exporting goods or merchandise through Export/Trading House subject to 
the condition that a certificate in a prescribed Form No. 10CCAB has been issued by Export/Trading House, certifying that in respect of | 
the amount of export turnover specified thercin, the deduction u/s. 80HHC is to be allowed to the supporting manufacturer. The | 
certificate received from Export/Trading House is to be furnished along with the return of income by the supporting manufacturer; 


(2) the export out of India during the previous year relevant to an assessment year are of any goods or merchandise other than | | 
(i) mineral oil; and (ii) minerals and ores [other than processed minerals and огез specified in the Twelfth Schedule]. 


Notes: (i) Export out of India will not include any transaction by way of sale or otherwise, in a shop, emporium or any other Е 
establishment situate in India, not involving clearance at any customs station as defined in the Customs Act, 1962, i 


(ii) From assessment year 1992-93 and onwards, where the goods or merchandise are transferred by an assessec t0 | 
an overseas branch, office, warchouse or any other establishment of the assessee and such goods or merchandise are sold from | 
such overseas branch, ес, then, such transfer will be deemed to be export ош of India and the value of such goods or | 
merchandise declared in the shipping bill or bill of export will be deemed to be the sale proceeds thereof; | 


(3) the sale proceeds of goods or merchandise exported out of India are received in, or brought i Indi ther | 
than the supporting manufacturer) in convertible foreign exchange? within a period of 6 months fromthe аар еа is “| 
within such further period as may be extended by the Chief Commissioner or Commissioner. | 


1992. 93 1 1 1 j illt 1 1 1 1 A li I Ji 1 such salt! 
se ‘ate account maintained for the pur pose by the assessec with ап bank outside India with | 


(4) “Export turnover" for the purposes of this section means the sale proceeds ived i : i | 
: В 5 с : P received the | 
assessee in convertible foreign exchange in accordance with condition 3 above of any goods ог charac E c ei buti 


incl 5 ч ` - 5 
ga t in БАСУГА insurance attributable to the transport of the goods or merchandise beyond the customs station as defined in | | 


7. “Supporting manufacturer” тсапз an Indian company or a person who is resident i Н т : : | 
merchandise, and selling such goods or merchandise to Expor/T rading House for e tM pantlicuriag (including processing) goods of 


» З. “Convertible foreign exchange" will also include amounts received in non-convertible rupees fi i : ipts in 
Indian rupees under Government to Government credit. Remittances from Nepal and Bhutan are, piel egg IER Erden 
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DEDUCTIONS 
: A.Y. 1991-92 to 1995-96 
S Percentage of deduction: 
(i) For assessees other than supporting manufacturers: 
Deduction equal to 100% of the profits* derived from the export of such goods or merchandise. 


However, if the assessee being a holder of an Export House Certificate or a Trading House Certificate certifies in the prescribed 


m ` Form No. 10ССАВ that in respect of the amount of export turnover specified therein, the deduction is to be allowed to a supporting 
ts manufacturer, then the amount of deduction in the case of the assessec shall be reduced by such amount which bears to the: 
(a) total profits derived by the assessec from the export of trading goods, the same proportion as the amount of export 

з turnover specified in the said certificate bears to the total export turnover of the assessee in respect of such trading goods [from 
'd assessment year 1992-93 and onwards]; 
he (6) total profits of the export business of the assessee, the same proportion as the amount of export turnover specified in the 

said certificate bears to the total export turnover of the assessee [for assessment усаг 1991-92]. 
їз Аззеззее will have to furnish report of audit in the prescribed Form No. 10CCAC along with the return of income. 

si a From assessment year 1992-93 and onwards, the profits derived from the export of goods or merchandise out of 

India s е — 

he (a) where the exported goods/merchandise are manufactured or processed by the assessee, the profits derived from 


such export shall be the amount which bears to the profits of the business’, the same proportion as the export turnover of 
such goods bears to the total turnover" of the business carried on by the assessec. 
by (b) where the exported goods are not manufactured or processed by the assessec (i.c. trading goods), the profits 
ed derived from such export shall be the export turnover in respect of such trading goods as reduced by the direct costs" and 
ia, indirect costs” attributable to export of trading goods. 


(c) where the exported goods consist of both types of goods referred to in (a) & (b) above, the profits derived from 
ve such export shall — 


s, (i) in respect of goods/merchandise manufactured or processed by the assessee, be the amount which bears to the 
ar | adjusted profits of the business", the same proportion as the adjusted export turnover" in respect of such goods bears 
cts to the adjusted total turnover" of the business carried on by the asscssce; and 

2 (ii) in respect of trading goods, be the export turnover in respect of such trading goods as reduced by the direct 


| созїз!! and indirect costs" attributable to export of such trading goods. 
| However, the profits computed under (a), (b) and (c) above shall be further increased by the amount which bears to 90% of any 
sum referred to in clause (iiia) [i.c. profit on sale of import licences other than licence acquired from any other person], clause (iib) (i.e. 
cash compensatory support] and clause (iiic) [i.e. duty of customs or excise repaid or repayable as drawback], of section 28, the same 
| proportion as the export turnover bcars to the total turnover of the business [Refer example on page 194]. 
1 (B) For assessment year 1991-92, profits derived from the export of goods or merchandise out of India shall be the amount 
| which bears to the profits of the business (as computed under the head “Profits and gains of business or profession"), the same 
proportion as the export turnover bears to the total turnover" of the business [i.c., Profits of the business X Export turnover + Total 
turnover]. : . 
| (ii) For assessees being supporting manufacturers: 
| i rofits§ derived by the supporting manufacturer from sale of or merchandise to the 
E | Export adine Нор ecce pus and in s of which STET, has bcen issued гаа rading House. 
Assessec will have to furnish report of audit in the prescribed Form No. I0CCAC along with the return of income. 
| $(A)In а case where the business carried on by the supporting manufacturer does not consist exclusively of sale of 
her | goods or merchandise to Export/Trading House, the profits derived by a supporting manufacturer from the sale of goods or 
- | merchandise to Export/Trading House shall be — 


20] (а) The amount which bears to the profits of the business'® the same proportion as the turnover in respect of sale to the 

оа. Export/Trading House bears to the total turnover of the business of the supporting manufacturer [from assessment year 1992-93 

ог and onwards]; E ELEM és ME me 
| b) The amount which bears to the profits (as computed under the head “Profits and gains of business or protession 

her | зате ea as the turnover in respect of sale to the Export/Trading House bears to the total turnover of the business of the 


ror, supporting manufacturer [for asscssment year 1991-92]. 
9. "profits of the business" means the profits of the business as computed under the head "Profits and gains of business or profession" and reduced 


ale А SSIs 
he | um referred to in clauses (iiia), (iib) & (iiic) of section 28 or of receipts by way of brokerage, commission, interest, rent, 
t (1) 9096 of any s use: t 2 
| charges ог any other receipt of a similar nature included in such profits; and г 
the | (2) the profits of any branch, office, warehouse or any other establishment of the assessce situate outside India. 


| m urnover" shall not include: (a) freight or insurance attributable to the transport of the goods or merchandise beyond the customs station 
but | as казы euge dens Act, 1962; & (b) cash compensatory support, profit on sale of import entitlement licences and any duty of customs or excise — 
din | re-paid or repayable as drawback (these export incentives will, however, be included in the profits of the business). 
i 11. “direct costs" means costs directly attributable to the exported trading goods including the purchase Price of such goods. А 
| 12. “indirect costs” means costs, not being direct costs, allocated in the ratio of the export turnover of trading goods to the total turnover, 
{ 


j or 13. “adjusted profits of the business" means the profits of the business as reduced by the profits derived from the business of exported trading — 
goods as computed in (b) above. Eos : SERES 
sin 14. "adjusted export turnover" means export turnover as reduced by export turnover in respect of trading goods. | КЕ аы КАЕ: 


90. 15. “adjusted total turnover” means the total turnover of the business as reduced by the export turnover in respect of trading goods. се = t ELT 
16. Refer footnote No. 9 above. è = ae a 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri — БУА 


1-T 194 
DEDUCTIONS 
AY. 1991-92 to 1995-96 СЕЧЕ. 
о ео 
he b ried on by the supporting manufacturer consists exclusi goods or 
coc Expord T las House, КЕЧИ Еу a supporting manufacturcr from the sale of such goods or merchan а 
shall bc — s 
(a) From assessment ycar 1992-93 and onwards, the profits of thc business `- EA i | 
(b) For assessment year 1991-92, the profits of the business as computed under the head ts and gains of business o | 
rofession"". acid x 
For fee ae aa issued by the Board in respect of provisions of section 80ННС, refer circulars given їп sub-item ‘H’ of item ‘I’ on page 311, 


EXAMPLE FOR COMPUTATION OF DEDUCTION U/S. 80HHC: 


For the financial year ending 31-3-1994 (assessment ycar 1994-95), Mr. A’s only source of income is from the proprictory expon 


business as under: 
Trading/Manufacturing-cum-Profit & Loss Account 


Rs. Rs. : Rs. Rs. 
To, By, 
Purchase in respect of: Sales (Export turnover): 
Trading goods (Export) .. 5,00,000 Trading goods (F.O.B. 
i Export) А oc .. 6,00,000 
Raw materials for manufactur- 
ing (Export) .. od .. 5,00,000  10,00,000 Manufacturing goods E O.B. 
: Export) Am 
Direct costs for manufacturing (export) .. 2,00,000 9,00,000 15,00,00 
Gross profit carried over .. vs Ж 3,00,000 —— 
Total 52 15,00,000 Total dc 15,00,00 
To, By, | 
Indirect costs ac 29 2,00,000 Gross profit brought оуег .. d. bc 3,00,00)) 
Net profit for the ycar Bd S 5,00,000 Reccipts for ee commission, interest, | 
rent, etc. ee 20 ve 1,00,00! 
Profit on sale of import licences | 
(purchased from other persons). . 1,00,000 | 
Profit on sale of import licences | 
(not purchased from any othcr | 
person) & Duty drawback .. 2,00,000' 3,0000 
Total .. 7,00,000 Toal  .. 20008 


(1) Computation of the profits of business under the head “Profits and gains of business or profession": 
Net profit for the year as per Profit & Loss Account WERE un ERE y. rr АЗ: C 0000 


Add: Disallowables under sections 28 to 44D, say i : ; ; ve 5 We .. Rs. 10; 00 
AS 
(A) Rs. 5,00 


| = 
Computation of ‘profits of the business? for the purposes of section 80ННС [Vide Explanation (baa) to section 80HHC]: 
Profits of the business computed under the head “Profits and guns of business or 


profession" [Refer (A) above] А Rs. - 5,1000 

Less: 90% of the following sums [Vide БЕРЕДО (baa) (1) & to section a 80HHC]: 1 | 

Receipts for brokerage, commission, rent, etc. — .. Rs. 1,00,000 | 

Profit on sale of import licences eer) шы from other persons) and TE | 

Duty drawback LS куйса; nc азор Rs. :3,00,000 | 

TT | 

90% of Rs. 4,00,000 об 5d Те 3 "d Be ў 

“+ we meee 

B Rs. 1,90 

(2) Computation of deduction u/s. 80HHC: D mA 

(a) h respect of trading ey (exported): | 

port turnover (F.O.B.) of trading goods 6, 00,08 

Less: Direct costs (i-e., purchase price of exported trading goods) з 3 n 5,00, Si 

Less: Indirect costs н Searle ee, M o em 

Indirect costs is to be allocated in ihe following : » ———— | 

proportion: 

Rs. 2,00,000 (indirect costs) X Rs. 6,00,000 (turnover of aru. DU | 
exported) + Rs. 15,00,000 (total turnover) = Rs. 80,000 Rs 80, 

Deduction u/s. 80HHC in respect of trading goods ne Rs y 
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195 І-т 
DEDUCTIONS 
A.Y. 1991-92 to 1995-96 


ч | (b) In respect of manufactured goods (exported): 
| (i) Profits of the business [Refer (B) above] js a TS -. Rs. 1,50,000 
! e| (ii) Adjusted profits of the business: 
Rs. 1,50,000 [Profits of business. Refer (i) above] less Rs. 20,000 [Profits 
IL derived from the business of trading goods (exported). Refer (C) above]... ^ Rs. 1,30,000 
(iii) Adjusted export turnover: 
ort Rs. 15,00,000 (export turnover) less Rs. 6,00,000 (export turnover of trading 
goods) Go 35 ac ae 2 ec Ae : Rs. 9,00,000 
$ (iv) Adjusted total turnover: 
Rs. 15,00,000 (total turnover) less Rs. 6,00,000 (export turnover of trading 
goods) ae oa à = on 5i .. Rs. 9,00,000 
| Deduction u/s. 80HHC for export of manufactured goods: 
Rs. 1,30,000 [adjusted profits of the business. Refer (ii) above] X Rs. 9,00,000 
[adjusted export turnover. Refer (iii) above] + Rs. 9,00,000 [adjusted total 
» turnover. Refer (iv) above] = Rs. 1,30,000 3H oe x Wie od (D) Rs. 1,30,000 
— (c) Profits computed under (a) & (b) above is to be further increased under the proviso to section 
000 90HHC (3): 
E 9096 of thc profit on sale of import licenses (other than purchased from any other 
| persons) & Duty drawback in the ratio of export turnover to total turnover i.c., 
000} 90% of Rs. 2,00,000 is Rs. 1,80,000. 
| Rs. 1,80,000 X Rs. 15,00,000 (export turnover) + Rs. 15,00,000 (total turnover) = 
" Rs. 1,80,000 ae Bi Ae od гг г e x (E) Rs. 1,80,000 
| 
| (3) Computation of total (taxable) income: 
| Business income [Refer (А) above] Sw vm» лаа vL АТ Rs. 5,10,000 
| Less: Deduction u/s. 80ННС: 
oU In respect of trading goods (exported) [Refer (C) above] e o5 Юз. 20,000 
| In respect of manufactured goods (exported) [Refer (D) above] as -. Rs. 1,930,000 
‚0% In respect of profit on sale of import licenses & Duty drawback [Refer (E) above] Rs. 1,80,000 Кз. 3,530,000 
i Total (taxable) income Rs. 1,80,000 
(Ж Nous: (1) The sale proceeds in respect of export turnover Rs. 15,00,000 has been received in convertible foreign exchange on or before 
T3 30-9-1994. А 
ү (2) Export turnover is F.O.B. and docs not include freight or insurance attributable to transportation of goods beyond customs 
== зїайоп. 
(3) 9096 of the profit on sale of import licenses is not to be further increased under the proviso to section 80HHG (3) if the said 
import licenses are acquired from any other person i.c., not being acquired under the Imports (Control) Order, 1955, made 
0% under the Imports and Exports (Control) Act, 1947. 
| (xii) Deduction in respect of earnings in convertible foreign exchange: 
| (Refer Section 80HHD) 
| Assessment years 1991-92 to 1995-96: 
i Conditions: 
T (1) The assessec is either an Indian company or a person who is resident in India; 
4 (2) the assessee is engaged in the business of: 
3007, (i) а hotel approved by the prescribed authority", or 
| (ii) a tour operator approved by the prescribed authority”, ог 
| (iii) а travel agent or other person (not being an airline or a shipping company) who holds a valid licence granted by the 
o Reserve Bank of India under section 32 of the Foreign Exchange Regulation Act, 1973; 
05 (3) (а) the receipt in relation to services provided to foreign tourists (other than services by way of sale in any shop owned or i 
0,00! managed by the assessec) are received in, or brought into, India by the assessee in convertible foreign exchange within a period of6 < 
| months from the end of the previous year or within such further period as may be extended by the Chief Commissioner or | 
| Commissioner. : 
| i ; 
| | proval of the prescribed authority (i.e. Director General, in the Directorate General of Tourism, Government of India) given toa 
owi es Ru on or after 30-11-1989 but before 1-10-1991, will be deemed. to be operative for assessment years 1989-90, 1990-91 & 1991-92, if 
000 assessee was engaged in the business of such hotel/tour operator during the previous year relevant to any of the said assessment years [Proviso 
—7 80HHD(1) w.e.f. 1-10-1991). ` 2 быз 
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i DEDUCTIONS 
| AY. 1991-92 to 1995-96 


| (b) From assessment усаг 1992-93 and onwards, any payment received by an assessce engaged in the business g 


hotel/tour operator/travel agent, in Indian currency obtained by conversion of forcign exchange brought into India through an 


rised i ^ - l agent on behalf of foreign touri 

ler, fi ther hotelier (for assessment усаг 1995 96), a tour operator or a trave x gn tou 
занои ioe teen eed 5 the assessee in convertible foreign exchange if the person making payment furnishes to the 
assessee a certificate in the prescribed Form No. 10CCAE indicating the amount received in foreign exchange, its conversion into 


Indian currency and such other particulars as may bc prescribed; and | | 
(4) the аззсззес furnishes report of audit in the prescribed Form No. 10CCAD along with the return of income. 


Amount of deduction: 
(a) 50% of the profits* (as computed under the head “Profits and gains of business or profession”) derived from services 


provided to foreign tourists, plus к 
(b) so much of the amount ош of the remaining profits referred to in (a) as is debited to thc profit and loss account of the 

previous ycar in respect of which deduction is claimed and credited to a “reserve account” to be utilised for the purposes of business аз 
explained belowt. К 2 

«Тһе profits derived from services provided to foreign tourists shall be the amount which bears to the profits of the business (as computed under the 
head “Profits and gains of business or profession”) the same proportion as the receipts spccified in condition 3 above [in the case of ‘the first recipient of 
convertible foreign exchange, receipts specified in condition 3(a) as reduced by any payment, referred to in condition 3(b), made by him, from assessment 
year 1995-96] bear to the total receipts of the business. 
і (A) The amount credited to “reserve account” is requircd to be utilised by the assessee before the expiry of a period of 5 years next following the 
i previous year in which the amount was credited for the purposes of— (a) construction of approved new hotels or expansion of facilities in the existing 
f approved hotels; or (b) purchase of new cars/coaches by approved tour operator or by travel agent; or (c) purchase of sports equipment for 
{ mountaineering, trekking, golf, river-rafting and other sports in or on water; or (d) construction of conference or convention centres; or (е) provision of such 
i new facilities, as may be notified, for the growth of Indian tourism. 
| However, if any of the aforesaid activities results in creation of any assct owned by the asscssce outside India, such asset shall be created only after 
| 
! 
' 
j 


obtaining prior approval of the prescribed authority. 

(B) Where any amount credited to the “reserve account” has been utilised for any purpose other than those referred to in (А) above, then the 
amount so utilised shall be deemed to be the profits in the year of utilisation and shall be charged to tax accordingly. Similarly, where any amount credited 
to the “reserve account” has not been utilised in the manner specified in (A) above, the amount not so utilised shall be deemed to be the profits in the year 
immediately following the period of 5 years specified in (A) above and shall be charged to tax accordingly. 


| : (xiii) Deduction in respect of profits from export of computer software, etc.: 
1 (Refer Section 80HHE) 
! Assessment years 1991-92 to 1995-96: 
Conditions: | 
(1) The assessce is cither an Indian company or a person (other than a company) who is resident of India; > 


(a) export out of India of “computer software” or its transmission from India to a placc outside India by any means, | 
(b) providing technical services outside India in connection with the development or production of **computer software”. | 


"Computer software” mcans any computer programme recorded on any disc, tape, perforated media or other information | 
storage device and includes any such programme which is transmitted from India to a place outside India by any means; | 
(3) the consideration in respect of computer softwarc referred to in condition (2) [above] is received in, or brought into, India| 
by the assessec in convertible foreign exchange within a period of 6 months from the end of the previous year or within such further | 
period as may be extended by the Commissioner. However, the said considcration will be deemed to have been received in India where | 
it is credited to a separate account maintained for the purpose by the assessce with any bank outside India with the approval of the | 
Reserve Bank of India; and | 
(4) the assessce furnishes a report of audit in the prescribed Form No. 10ССАЕ along with the return of income. | 


Amount of deduction: | 


(2) the assessce is engaged іп the business of,— ;- | 
| 


potter рр EAD mee 


Deduction at 100% of the profits derived by the assessee from business referred to in condition (2 is purpos 
profits derived from the business shall be the amount which bears to the profits of the business! ihe ae spa ed oe re 
turnover” bears to the total turnover? of the business carried on by the assessec. 1 Р 


Note: Where a deduction u/s. 80HHE is claimed and allowed in respect of the business ref i iti | 

Ne л | п erred to in condition (2) [above] fe | 

any muria yan no deduction shall be allowed in relation to such profits under any other provision of this Act for same or any other | 
assess А 
18. “Profits of the business” means profits of the business as computed under the head “Profits and gains of business or profession” as reduced | 


i 
(a) 90% of any receipts of ission, ii А | 
rotis аза y receipts by way of brokerage, commission, interest, rent, charges or any other receipt of a similar nature included in sv; 


| 

(b) the profits of any branch, office, warehouse or any other establishment of th i 
£ ы ice, warehe с asscssee situate outside India. | 
, 19. SE id ree the oH ересь of computer software received in, or brought into, India by the assessce in convertible | 
mem n vias а Sn ан (3) above, but does not include freight, telecommunication charges or insurance attributable to the deliver! i 
e computer rare outside or expenses, if any, incurred in foreign exchange in providing the technical servi i i | 
20. *'total turnover" shall not include — services сасе пша: 1 


(a) cash com tory зи L le of i i i i 
oe pensatory support, profit on sale of import entitlement licences and any duty of customs or excise repaid or repayable aj 
(Б) any freight, telecommunication charges or insurance attributable to the deli i i 
(c). expenses, if any, incurred in foreign exchange in providing the techni А М e be computer software outside India, and 
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DEDUCTIONS 
Я A.Y. 1991-92 to 1995-96 
ы (xiv) Deduction in respect of profits and gains from industrial undertakings, etc.: 
м (Refer Section 80-1) 
to With effect from Ist April, 1981: 
Conditions: 
(i) Industrial undertaking fulfilling all the following conditions: 
= (a) lt is not formed by the splitting up, or the reconstruction, of a business already in existence; 
t (b) itis not formed by the transfer to a new business of machinery or plant previously used?! for any purpose. 
E However, any machinery or plant which was used outside India by any person other than the assessee shall not be 
regarded as machinery or plant previously used for any purpose provided— 
к (1) such machinery or plant was imported into India from any country outside India, 
"n (2) no depreciation for any period prior to date of installation by the assessec in respect of the said asset has been 
allowed to any person under this Act, and 
= (3) the said asset was not used in India at any time previous to the date of installation by the assessec; 
= (с) it manufactures or produces any article or thing other than article or thing specified in the list in the Eleventh Schedule 
[small-scale industrial undertaking (as defined under section 80HHA refer page 191) can manufacture or produce any article or 
thing including article or thing specified in the Eleventh Schedule] or operates one or more cold storage plant or plants, in any 
her part of India, and begins to manufacture or produce articles or things or to operate such plant or plants, at any time within the 
period of ten years next following the 31st day of March, 1981 or such further period as may be notified by the Government with 
m reference to any particular industrial undertaking; Р А 
car | (d) such industrial undertaking employs ten or more workers in a manufacturing process carried on with the aid of power 
or employs twenty or тоге workers in a manufacturing process carried on without the aid of power; and 
(e) assessecs other than companies and co-operative socicties are required to furnish report of audit in the prescribed Form 
No. 10ССВ along with the return of income. 
| (ii) Ship, where all the following conditions are fulfilled: 
| (а) It is owned by an Indian company and is wholly used for the purposes of the business carried on by it; 
| (b) it was not, previous to the date of its acquisition by the Indian company, owned or used in Indian territorial waters by a 
"al person resident in India; and 
e". | (c) itis brought into use by the company at any time within ten years next following the Ist day of April, 1981. 
ion | (iii) The business of hotel, where all the following conditions are fulfilled: 
dia | (a) The business of the hotel starts functioning after 31-3-1981 but before 1-4-1991, and is not formed by the splitting up, or 
| the reconstruction, of a business already in existence or by the transfer to a new business of building previously used as a hotel ог 
eel of any machinery or plant previously used for any purpose; and 
the | (b) the business of the hotel is owned and carried on by a company registered in India with a paid-up capital of not less 
| than five hundred thousand гиреез and is for the time being approved by the Central Government. 
| (iv) Business of repairs to ocean-going vessels or other powered craft which fulfils all the following conditions: 
E (a) the business is not formed by the splitting up, or the reconstruction, of a business already in existence; 
ori (0) it is not formed by the transfer to a new business of machinery or plant previously used for any purpose; 
for | . (с) itis carried on by an Indian company and the work by way of repairs to ocean-going vessels or other powered craft has 
her | been commenced by such company after 31-3-1983 but before 1-4-1988; and 
А (4) itis for the time being approved by the Central Government. 
сей | Deduction: А 
judi | (A) WHERE ANY OF THE ACTI VITIES MENTIONED BELOW COMMENCED ON OR BEFORE 31-3-1990: : 


Where the gross total income of an аззеззес includes any profits and gains derived from an industrial undertaking ora ship or the 
ве. business ofa hotel or the business of repairs to ocean-going vessels or other powered craft (as if such industrial undertaking, or ship or 
ел! the business of the hotel or the business of repairs to ocean-going vessels or other powered craft were the only source of income), there · 
| shall be allowed, in computing the total income of the assessec, a deduction from such profits and gains of an amount as stated 
hereafter. E aX 


21. Where the industrial undertaking is formed by transfer to a new business of any machinery or plant or any part thereof previously used forany —— 
purpose and the value of such machinery or plant does not exceed 20% of the total value of the machinery or plant used in the business, the tax holiday | E 
concession will be available to the industrial undertaking. ` ч codex + 
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f DEDUCTIONS 
{ A.Y. 1991-92 to 1995-96 KR 
| assessee: Deduction: Deductions permissible for: 
| ые я @ 20% initial assessment year™ and cach of the nine assessment 


Unine сыс о coo ctr ve осу years immediately succeeding the initial assessment yearz 


initial assessment year and cach of the four Assessment 


=; ` h @ 20% CH 
(ii) In the сазе of company carrying on the Years immediately succeeding the initial assessment усаа 


business of repairs to occan-going vessels 
or other powered craft 

(iii) In the case of company engaged in activi- 
Чез other than (ii) above 


@ 2596 initial assessment year” and each of the seven assessment 
years immediately succeeding the initial assessment year 


years immediately succeeding the initial assessment year”, 
(B} WHERE ANY OF THE ACTIVITIES MENTIONED BELOW COMMENCE ON OR AFTER 1-4-1990 BUT BEFORE 1-4-1991: 


Where the gross total income of an assessee includes any profits and gains derived from — 

(a) an industrial undertaking which begins to manufacture or produce articles or things or to operate its cold storage plant 
or plants; or 

(b) a ship which is first brought into use; or 

(c) the business of a hotel which starts functioning, 


on or after 1-4-1990 but before 1-4-1991, 

will be eligible for deduction @ 25% of such profits in cases of assessecs other than company; and in cases of company @ 30% 
thereof. 

This deduction will be available for initial assessment year™ and 9 assessment years immediately succecding the initial 
assessment year™ to all assessces other than a co-operative society; and to co-operative society for initial assessment year™ and 11 
assessment years immediately succeeding the initial assessment year™. 

In computing the profit of the industrial undertaking, past losses and unabsorbed allowances relating to the undertaking shall be 
deducted and the deduction will be allowed only on the remainder amount, even though the past losses, etc. had already been 
absorbed by other incomes in the past. 


(xv) Deduction in respect of profits and gains from industrial undertakings, etc.: 
(Refer Section 80-IA) 
With effect from Ist April, 1991: 
Conditions: 
(i) Industrial undertaking [as defined in the Explanation to section 33B] fulfilling all the following conditions: 
(a) It is not formed by the splitting up, or the reconstruction, of a business already in existence. 


А However, in respect of an industrial undertaking which is formed as а result of the re-establishment, reconstruction or 
revival by the аззеззес of the business of any such industrial undertaking as is referred to in section 33B, will qualify for the tax 
concession under this section; 

(b) itis not formed by the transfer to a new business of machinery or plant previously used? for any purpose. 


However, any machinery or plant which was used outside India by any person other than the assessee shall not be 
regarded as machinery or plant previously used for any purpose provided— 


(1) such machinery or plant was imported into India from any country outside India, 


(2) no depreciation for any period prior to date of installation by the a i i 
allowed to any person under this Act, and > жеш SPS SL OLD ABI ан a 


à (3) Tozi asset was not used in India at any time previous to the date of installation by the assessce; 

c) it manufactures or produces any article or thing other than article or thing specified in the list in the Eleventh Schedule 
[small-scale industrial undertaking" can manufacture or produce any article or thing including article or thing specified in the 
Eleventh Schedule] or operates one or more cold storage plant or plants, in any part of India, and begins to manufacture ОГ 
produce articles or things or to operate such plant or plants, at any time during the period beginning on 1-4-1991 and 


din - i A - B 
eM g ees 1995, or such further period as may be notified by the Government with reference to any particular industrial 


However, in the case of an industrial undertaking located in an industrially ba i i 
n г t ckward St fied in the Eighth 
e or set up in any part of India for the generation, or generation and distribution, of power. mes DUE or 
P ше any articles or things including articles or things specified in the Eleventh Schedule or to operate its cold storage plant 
or plants ы P generate power at any timc during the period beginning on 1-4-1993 and ending on 31-3-1998 
urther, in the сазе of an industrial undertaking located in industrial b ї 
һег, їп à ackward district noti 1 
кочоо, i begins to manufacture or produce articles or things other than г specified i OE ЗИ УШЫ eee 
operate its cold storage plant or plants at any time during the period beginning on 1-10-1994 and ending on 31-3-1999; 
22. “Initial assessment year" means the assessment year relevant to the i i i i 
: : : previous year in which the industrial undertaki i Ju 
pum Dione things, GA ю 9 i cold paige ege Eu or азир is first brought into use, e GRECE ke ee лра 
22a. Refer footnote No. 22 above. x: EL 
len с at ec imr т 
boliday concession will be available to the industrial undertaking. value of the machinery or plant used in the business, the t 
. For the definition of “Small-scale industri ing" i 2 
q D Hon of SCO. Mumukshu Bhavan Varah se Ceftimdf TIG by eGangotr 
e 


| 


| 
| 
| (iv) In the case of any other assessec @ 20% initial assessment year? and cach of the seven assessment | 
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(d) such industrial undertaking employs ten or more workers in a manufacturing process carried on with the aid of power, 


or employs twenty or more workers in a manufacturing process carried on without the aid of power; and 


No. 


(e) assessecs other than companies and co-operati ieti , г SR 4 
10ССВ along with the return of income. perative societies are required to furnish report of audit in the prescribed form 


(ii) Ship, where all the following conditions are fulfilled: 


(a) 16 is owned by an Indian company and is wholly used for the purposes of the business carried on by it; 
(b) it was not, previous to the date of its acquisition by the Indian company, owned or used in Indian territorial waters by 


a person resident in India; and 


(с) it is brought into use by the company at any time during the period beginning on 1-4-1991 and ending on 


31-3-1995. 
(iii) The business of hotel, wherc all thc following conditions are fulfilled: 


(a) The business of the hotel is owned and carried on by a company registered in India with a paid-up capital of not less 


than five hundred thousand rupees and is for the timc being approved by the prescribed authority; 


(b) thc business of the hotel is not formed by the splitting up, or the reconstruction, of a business already in existence or by 


the transfer to a new business of a building previously used as a hotel or of any machinery or plant previously used for any 
purpose; and 


(c) the business of the hotel— 


(1) located in а hilly arca? or a rural arca” or a place of pilgrimage? or such other place as the Central Government 
may specify, starts functioning at any time during the period beginning on 1-4-1990 and ending on 31-3-1994, 


(2) located in any place or in a place other than a place referred to in (1) above, starts functioning at any timc during 
the period beginning on 1-4-1991 and ending on 31-3-1995. 


Deduction: 


Where the gross total income of an assessce includes any profits and gains derived from any business of an industrial undertaking 
or a hotel or operation ofa ship (as if such business of an industrial undertaking or a hotel or operation of a ship were the only source of 
income of the assessce), there shall be allowed, in computing the total income of the assessee, a deduction from such profits and gains of 
an amount as stated hereunder: 


In respect of profits & gains derived from business of: Deduction: Deduction permissible for: 
(A) an industrial undertaking located in an industrially backward State @ 100% 5 assessment years? 
spccificd in the Eighth Schedule or set up in any part of India for the AND 
gencration, or gencration and distribution, of power, and it begins to @ 25% 5 next assessment years? 
manufacture or produce any articles or things in-luding a: ticles or [For a company, rate of deduc- 
things spccificd in the Eleventh Schedule or to operate its cold storage tion is 30% instead of @ 25%. 
plant(s) or to generate power on or after 1-4-1993, but before 1-4-1998 For co-operative society, the de- 
or an industrial undertaking located in industrially backward district duction permissible is for 7 next 
notified by the Central Government, it begins to manufacture or assessment years? instead of 5 
produce articles or things other than thosc specified in thc Eleventh next assessment years™] 


Schedule or to operate its cold storage plant(s) on or after 1-10-1994 
but before 31-3:1999 


(B) an industrial undertaking [other than those mentioned in (A) above] 

carried on by an assessce being: 

(1) a co-operative socicty @ 25% 12 assessment years” 

(2) acompany ác an @ 30% 10 assessment years” 

(3) an assessec other than (1) & (2) above ác ac Ws @ 25% 10 assessment усагз® 
(C) an approved hotel locatcd in hilly area, etc. 

[referred to in condition (iii) (с) (1)] © > de. 3b @ 50% 10 assessment vears™ 
(D) an approved hotel located in any place or in a place other than 

a place referred to in (C) above ys vs os . @ 30% 10 asscssment усагз® 
(E) operation ofa ship к Segen EDU, ДИ, @ 30% ` 10 assessment years". 

(xvi) Deduction in respect of profits and gains from business of poultry farming: 
(Refer Section 80JJ) 
‘Assessment years 1991-92 to 1995-96: 


Where the gross total income of an assessee inclu т 
be allowed, in computing the total income of the аззеззсс а deduction from suc 


des any profits and gains derived from business of poultry farming, there shall 
h profits and gains of an amount equal to 334% thereof. 


95. For the definition of “hilly area”, “rural area 
96. Including initial assessment year. “Initial assessment year" means 
undertaking begins to manufacture or produce articles or things, or to operate 


” and “place of pilgrimage", refer sub-section (12) of section 80-IÀ. 
the assessment year relevant to the previous year in which the industrial 
its cold storage plant or plants or the ship is first brought into use or the 


business of the hotel starts functioning. 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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(xvii) Deductions in respect of interest on certain securities, 
(Refer Section 80L) 
Assessment years 1991-92 to 1995-96: 


Conditions: 


dividends, etc.: 


(1) The assessee is cither an individual or a Hindu undivided family, 

(ii) where the income is derived from any investments or deposits specified below held by, or on behalf of a firm, an association 
of persons or a body of individuals, the deduction under this section will not bc allowed in respect of such income in the assessment ofa 
partner of the firm or a member of the association or body. 

(iii) income in respect of investments and deposits qualifying for dcduction аге: 


(а) interest on Government sccurities, interest on National Savings Certificate IV, V, VI & VII issuc (and VIII issue i 
from assessment year 1992-93 and onwards), National Development Bonds & 7-ycar National Rural Development 
Bonds, 


(b) Post Office Time Deposit Accounts, the Post Office Recurring Deposit Accounts, and w.c.f. 1-10-92, National Savin 
Scheme referred to in National Savings Scheme Rules, 1992 [Notification No. 820(E) dt. 21-10-92. 198 ITR (St,) 133], 


(c) dividends from any Indian company? or from any co-operative society, 

(d) income in respect of units from the Unit Trust of India*?, 

(е) interest on deposits” with a banking company, and Co-operative Bank, 

(f) interest on deposits with a co-operative society made by a member of the society, 
fg) interest on deposits with Housing Boards, ctc., 

(h) interest from deposits made under A.E.(C.D.) Act, and C.D.S.(1.T.P.) Act, 

(i) interest on notified debentures of any co-opcrative socicty or any institution, 


(j) interest on deposits with approved financial corporation which is engaged in providing long-term finance for industrial 
development in India, | 


(Е) interest on deposits with, or dividend received from, a public company formed and registered in India with the main 
object of carrying on the business of providing long-term finance for construction or purchase of houses in India for ! 
residential purposes and the company is approved by the Central Government u/s. 36(1) (viii)*. 

A h 


(1) interest on deposits with Industrial Development Bank of India [Notification No. G.S.R. 86(E) dt. 29-2-1984], н 
(m) interest on deposits under National Deposit Scheme*? [Notification No. G.S.R. 453(E) dt. 15-6-1984], | 
(n) interest on notified debentures of any public sector company, 

(о) income in respect of units of a Mutual Fund specified u/s 10(23D)*, and 

(p) interest on deposits under Post Office (Monthly Income Account) Rules, 1987. 


Limit of deduction: 
Assessment year l : fion 
y Maximum 
1991-92 to 
1993-94 .. Undersection 80L(1) 5c "s ac 
E SPC ens cinco omer) came G 
1995-96 .. Undersection 80L(1) Rs. 10,000 | 
*Further deduction: | 
1991-92 & .. In respect of: (1) income of units from Unit Trust i i | 
nn | of India; (2 its wi | 
1992-93 : National Deposit Scheme; (3) income of units of a Mutual Fund IIS OS) ed | 
(4) interest on deposits with, or dividend received from, a public compan ik % Р 
gc in India with main object of carrying on busincss of providing lon, n fi | 
d e qa or purchase of residential houses in India and the company s a AS | 
the Central Government u/s. 36(1)(viii) [Vide Ist proviso to scction 801. (1)] шау Rs 3,000 | 
Vis | 
i 
Additional deduction: | 
1991-92 & .. In respect of: (1) interest on deposits with Nati 
r eposits with N i ; (2) i i 
1992-93 ua un of India [Vide Circular No. AE nm аар e m 
ends from any Indian company [Vide 2nd proviso to section 80L(1)] _ oen Rs, 3000 


27. Accrucd interest on reinvestment deposit scheme ol banks i y 
qualifies for d ч 9 
CC-0. Mumukshu Bhawan Varanasi Collection Dist ids Cireular Nos 243 dt, 22-6-78—114 ITR (St) 29): _ 
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n Rs. 7,000 is exhausted on account of dividend, interest оп Government 
units of Unit Trust of India, interest on deposits under National Deposit 


Upto assessment ycar 1992-93, where the limit 
securities; interest on bank deposits, income in respect 


tc., an assessec is entitled iti В ETE 
(Sith Ye SOT Poblicstiod ү entitled to an additional deduction as explained in the examples given on page 169 of I.T. R.R. 1992-93 
EXAMPLES 
Assessment Years 
Nature of income Amount Deduction under section 1993-94 1994-95 & 
Rs 1995-96 
. Rs. Rs. 
(1) Dividend income .. 24 ac ác 4000  80L(1)(iv 
Interest on bank deposits be 4d 5,000 ЮЕШ) St 1 poen 
Income from units od 56 c 4,000 80L(1)(v) n ; Е ә Nil 1.000 
З Aggregate amount... 13,000 Deductions from gross total income — .. 7,000 10,000 
(2) Dividend income d ES d^ 6,000 — 80L(l)(iv) S S ES 6,000 6 
Income from units ac Se 3c 3,000 80L(1)(v) e а E 1,000 90 
Interest on bank deposits 3c оз 7,000 80L(1)(vi) Өй уе 2 Nil 1,000 
Aggregate amount è .. 16,000 Deductions from gross total income — .. 7,000 10,000 
(3) Dividend income sc та be 2,000 80L(1)(iv) Te F КЕ 2,000 2,000 
Income from units 35 c Hic 4,000 80L(1)(v) e 20 А 4,000 4,000 
Accrued interest on NSC VIII Issue. .. 10,000  80L(1)(ia) se 5: 2: 1,000 4,000 
Aggregate amount... 16,000 Deductions from gross total income — .. 7,000 10,000 
(4) Dividend income ne » 33 1,000 80L(1)(iv) vs AG 5 1,000 1,000 
Interest on Govt. securities PS x 2,000 80L(1)(i) = “a we 2000 ` 2,000 
Income from units zs vs 3,000 80L(1)(v) ed Z Sx 3,000 3,000 
Aggregate amount 13 6,000 Deductions from gross total income .. 6,000 6,000 


NOTE: The Central Board of Direct Taxes have clarified that “the inter-se priority for adjustment to claim deduction under 
sub-section (1) and the provisos thereto will be at the option of the assessce” [Vide Para 29.8 of Circular No. 528, dated 
16th December, 1988—176 ITR (St.) 183] (upto assessment year 1992-93). 


(xviii) Deduction in respect of certain inter-corporate dividends: 
(Refer Section 80M) 
Assessment years 1991-92 to 1995-96: 
Conditions: 
(i) The assessce is a domestic company, and 
(ii) the dividend is from a domestic company. 


Percentage of deduction: 
Dividend from another domestic company — 


(a) in the casé of a scheduled bank or a public financial institution or a State financial 


_ corporation or a State industrial investment corporation or a company registered u/s. 25 of ч 
the Companies Act, 1956 Ss hapten АЛ do SA D 2: = 60% of such incomc* 


b) in her domestic company: i : s у 

v so ae See 58 dividend проте [including any income by way of dividend from units of Unit Trust of 

India?] as docs not exceed the amount of dividend distributed by recipient domestic company on or before the duc date 

for filing return of income, will be deductible. Accordingly, where dividend distributed is equal to or more than 

dividend income received, the entire amount of dividend income will be deductible. Similarly, if no dividend is 
distributed, the entire amount of dividend income? received will be taxable without any deduction. 


28. The deduction is allowable with reference to the net dividend income and not with reference to gross amount of dividend. For further details, - 
refer page 186. ‹ 1 : E ie ЗО СЕ 
99. From assessment year 1994-95 and odwards, in the case of any other domestic company, Чейолюп svatlable ке dividend from units of Unit = 


Trust of India will be as under: f 


) of dividend from UTI eligible for deduction, _. 
(a) for assessment year 1994-95 УЗ 4/5th (80%) of ivid m А TE р 
(b) for assessment year 1995-96 — «+ 25th (40%) of dividen Кош UD Jp ded t T 


fi scssmen 3369 wards 55 No deduction of dividend from UTI. Es > 
звы tep! СҮТ hawan Varanasi Collection. Digitized by eGangotri 
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(xix) Deduction in respect of royalties, etc., received from certain foreign enterprises: 
(Refer Section 80-O) 
Assessment years 1991-92 to 1995-96: 
Conditions: Ak 
(i) The assessee is an Indian company. From assessment year 1992-93 and onwards, the assesscc 15 cither an Indian company 

or a person (other than a company) who is resident in India; 

commission, fees, ctc. is from a forcign enterprisc including Government of a foreign 


(ii) the income received by way of royalty, 
State in consideration for the use outside India of any patent, invention, model, design, 
provided to such Government or enterprise, or in consideration of technical services (or 
services) rendered outside India® to such Government or enterprise; 

(iii) income by way of royalty, commission, fees, etc. is received in converti 
by the assessce or on his behalf in accordance with any law for the time being in force 


exchange. 


secret formula or process made available or 
from assessment ycar 1992-93, professional 


ble foreign exchange” in India or brought into India 
for regulating payments and dealings in forcign 


However, income referred to above should be received in India within a period of six months from the end of the relevant 
previous year or within such extended period as may be allowed by the Chief Commissioner or Commissioner; and 
(iv) application for the approval of agreement in the prescribed Form No. 10F is to be made to the Chief Commissioner or the 
Director General. However, w.e.f. 1-4-1992, such an agreement is not required to be so ap 
Percentage of deduction: 
Royalty, fees, etc. included in the gross total income jc = 
(хх) Deduction in respect of income of co-operative societies: 
(Refer Section 80P) 
(Refer page 221 for cxemptions and example) 
(xxi) Deduction in respect of profits and gains from the business of publication of books: 
(Refer Section 80Q) 
Assessment years 1992-93 to 1996-97: 
Conditions: 
(i) Profits and gains is attributable to the business carried on in India of printing and publication of books or publication of 


proved. 


5096 of such royalty, fces, etc. 


(ii) “Books” shall not include newspapers, journals, magazines, diaries, brochures, tracts, pamphlets and other publication ofa 
similar nature. 
(iii) The deduction allowable under this section will be on the profits and gains as reduced by deducti if 
under sections 80HH, 80HHA, 80HHC, 80-1, 80-IA, 80] or 80P. $ a e ai 
(iv) Simply printing of books will not entitle the assessec to claim deduction under this section. 


Percentage of deduction: 
Profits and gains from the business of printing and publication of books or 
publication of books included in the gross total income m ^n oc aic 28 тз 2096 of such incomc. 


(xxii) Deduction in respect of professional income of authors 
of text books in Indian languages: 
(Refer Section 80QQA) 
Assessment years 1992-93 to 1996-97: 
à à Conditions: 
1. The assessec is an individual who is resident in India; 
2. such аѕѕеѕѕес is an author or a joint author; 
3. theincome is derived by such assessec in the exercise of his professi 
E E PSU ET MET c r profession on account ofany lump sum? consideration for 
g g y of his interests in the copyright of any book, or of royalties or copyright fecs in respect of such 
4. the book is either in the nature of a dictionary, thesaurus or cl ї i 
Ee fite baok B аше ane re с ary, encyclopaedia or is the onc that has been prescribed ОГ 
deem з or included in the curriculum, by any University, for a degree or post-graduate Бане of that 
5. the book is written in any language ified i i i i 
Sans oe S guage specified in the Eighth Schedule to the Constitution? or any other language 3$ 
+ Percentage of deduction: 
Royalties or copyright fees included in the gross total income. .. у 25% of such incomc 
5 hs ec 53 of such іпсоте: 


- Sk: Convertible foreign exchange illo include amouns recived in nos-convele rapes er i oe 
[ийе Ке БЫ Government to Government credit. Remittances from Nepal and озы ыы Гус ашна siTe E 
e. Eu e ok aa aora о, “Lump sum” in regard to royalties or copyright fees, includes an advance payment on account of such royalties 
specified in the Eighth Schedule to the Constitution: (1) Assamese; (2) Bengali; (3) Gujarati: (4) Hindi; (5) Kannada; (6) Kashmiri; 


33. Languages - 3 Р 
(7) Malayalam; (8) Marathi; (9) Оруз: (49) РИН ЎЗА 125 Sindhi Ud) Tem ыен do rdu. 


“= 


„= 
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(xxiii) Deduction in respect of remuneration from foreign sources 
in the case of professors, teachers, etc.: 
(Refer Section 80R) 
Assessment years 1991-92 to 1995-96: 
Conditions: 
(i) The assessee is an individual who is a citizen of India; 


(ii) the remuneration received is from any University or educati REY r А 2 = 
association or body established outside India, keep ucational institution established outside India or any other 


(iii) the assessee is a professor, teacher or rescarch worker. 


Percentage of deduction: 
@ 50% of remuneration received and included in the gross total income, 
$m OR 


@ 75% of such remuneration as is brought into India by, or on behalf of, the assessce i rd i i 
Regulation Act 1973, and any ТШЕ Madee КМС ззеззее in accordance with the Foreign Exchange 


whichever is higher. 


(xxiv) Deduction in respect of professional income from foreign sources: 
(Refer Section 80RR) 
Assessment years 1991-92 to 1995-96: 
Conditions: 
(i) The assessce is an individual who is resident in India; 
(ii) heis cither an author, playwright, artist™ (includes photographers and T.V. Camcramen), musician, actor or sportsman; 
(iii) the income derived by him is in the exercise of his profession as stated in (ii); and : 
(iv) the income is received either from the Government of a forcign State or any person not resident in India. 


Percentage of deduction: 
@ 50% of professional income mentioned in (iii) above and included in the gross total income, 
OR 


@ 75% of such professional income as is brought into India by, or on behalf of, the assessce in accordance with 
the Foreign Exchange Regulation Act, 1973, and any rules made thereunder, 
whichever is higher. 


(xxv) Deduction in respect of remuneration from foreign employers: 
(Refer Section 80RRA) 
Assessment years 1991-92 to 1995-96: 
Conditions: 


() The assessee is an individual who is a citizen of India; 
(ii) the remuncration is reccived in forcign currency either from a 
rendered outside India; and 
(iii) in the case of an individual: 
(а) who is or was, immediately before undertaking such service, in the employment of the Central or any State 
Government, if such service is sponsored by the Central Government; s 
(b) who is a technician [as defined in the Explanation to section 80 RRA] and the terms and conditions of his service 
outside India aré approved by the Central Government or the prescribed authority. 


foreign employer or an Indian concern for services to be 


Percentage of deduction: 


@ 50% of remuneration received and included in the gross total income, 
OR 
@ 75% of such remuneration as is brought into India by, or on behalf of, the assessce in accordance with the Foreign Exchange 
Regulation Act, 1973, and any rules made thereunder, : 
whichever is higher. ; 
33a. The Board has clarified that, ‘script writer сап be regarded as “playwright” and similarly “director? сап be treated аз an Магі t" for the > 
purposes of section 80RR. However, a r would not be entitled to deduction u/s. 80RR, because he does not fall under any inilio: à 
mentioned in the said section’ [Vide Circular No. 675, dt. 3-1-1994. 205 ITR (St.) 329]. = — - ra idioma bus саа SOS 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri AE 
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Ш. OTHER DEDUCTIONS: 
(xxvi) Deduction in the case of— 
(a) totally blind or physically handicapped persons [in relation to assessment year 1991-92], 
(b) permanent physical disability (including blindness) [in relation to assessment year 1992-93 and onwards]: 
(Refer Section 80U) 
Assessment years 1991-92 to 1995-96: 
Conditions: 
(i) The individual is resident in India, А Р 
(ii) (a) (1) heis totally blind, (2) from assessment year 1992-93, he is totally or partially blind, or 
(b) he is subject to or suffers from a permanent physical disability specified in rules? framed by the Board, or 
(c) he is subject to mental retardation to the extent specified in the rules* framed by the Board, E 
(iii) he produces a certificate before the Assessing Officer in respect of the first assessment ycar for which deduction is claimed: 
(A) assessment year 1991-92: 
(1) in the case referred to in (ii)(a)(1), as to his total blindness from a registered medical practitioner being an oculist, 
(2) in the case referred to іп (ii)(b), as to thc permanent physical disability from a registered medical practitioner, and 
(3) in the case referred to in (ii)(c), as to the mental retardation from a psychiatrist working in a Government hospital, 
(B) from assessment year 1992-93 and onwards: 
(1) in the case referred to in (ii)(a)(2), as to his blindness from an oculist”, 
(2) in the case referred to in (ii)(b), as to his permanent physical disability from a physician"/a surgeon”, 
(3) in the case referred to in (ii)(c), as to his mental retardation from a psychiatrist”. 


Amount of deduction: 
Assessment year 1991-92 зо Ёз. 15,000 in computing the total income of such individual. 
Assessment years 1992-95 10:1995-96 ac Rs. 20,000 in computing the total income of such individual. 
(xxvii) Deduction from gross total income of the parent in certain cases: 
(Refer Section 80V) 
Assessment year 1994-95: 
Conditions: 


(i) The assessee is ап individual and a parent with a minor child whose income is to be included in the total income of such 
parent u/s. 64(1A); and 
(ii) such minor child is suffering from any disability of the nature specified in section 80U [refer item (xxvi) above]. 
Amount of deduction: 
Assessment year 1994-95  .. Rs. 20,000 or the amount of income included u/s. 64(1A), whichever is less. 
; Notes: (1) This deduction will be allowed from the total income of the said parent. All the conditions specified in section 80U 
x be applicable, since the total income of the minor child has to be notionally computed separately to arrive at the admissible 
uction. 
(2) In view of amendment of section 64(1A), w.e.f. 1-4-1995 (assessment year 1995-96), income accruing or arising 10 
such child is not to be included in the income of the parent. Consequently, section 80V is omitted with effect from the said xe. 


year, 
34. The text of the substituted Rule 11D is as under: 


(i) permanent physical disability shall be regarded as a permanent physical disability if it falls in any one of the categories specified below, | 


namely [applicable from assessment year 1990-91 & onwards]:— 
(a) permanent physical disability of more than 50 рег cent. in one limb; or 
(b) permanent physical disability of more than 60 per cent. in two or more limbs; or 
(c) permanent deafness with hearing impairment of 7] decibels and above; or 
(d) permanent and total loss of voice; 


(ii) mental retardation shall be regarded as a mental retardation if intelli ient i : 
ERE 1 gence quotient is less than 50 00 and a 
standard deviation of 15 such as the Wechsle scale [applicable from assessment year 1990-91 & onwards]: For gat wiih ainean e en refer. | 


sub-item ‘P’ of item `1' on page 312. 


(iii) blindness shall be regarded as a permanent hysical disability, if it is i i А : 
namely [applicable from assessment усаг 1992-93 & кушй] SU ST салы TOSS RO caent specified below 


All with corrections 


Better eye Wi 
@ 160-460 or 4/60 10 Nil 
Field of vision 110-20 
(b) 3/60 to 1/60 or : 
Field of vision 100 Е.С. at 1 foot to Nil 
(c) F.C. at 1 foot to Nil or Е.С. : 
ЭО ос 
(d) Total absence of sight total absence of sight. 


35. The required certificate should be from an oculist or a physician or a surgeon or a psychiatris nei t 
hospital [as defined in the Explanation to section 80DD (refer page 188)]. However, this requirement wili жердс be, E sin a Gove as 
already obtained and furnished a certificate before ње Assessing Officer in relation to assessment year 1991-92 and uen a an individu › 
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YOUR RIGHT TO CLAIM REBATE OF (DEDUCTION FROM) INCOME-TAX: 
CHAPTER VIII-A 
Assessment years 1991-92 to 1995-96: 

Upto assessment year 1990-91, taxable income was to be arrived at after the deductions permissible under 
Chapter VIA, that is sections 80C to 80U, from the gross total income. The tax payable on the taxable income was to be 
arrived at with reference to Paragraph A of Part I of the First Schedule to the Finance Act of the relevant asst.year. 

However, from assessment year 1991-92 and onwards, deduction under sections 80C & 80CC аге not available. 
Instead, a rebate of (deduction from) income-tax is to be allowed under sections 88, 88A and 88B of Chapter VIII-A, 
The manner and method of claiming rebate of (deduction from) income-tax is as under: У 


1. Compute your gross total income [as reduced by long-term capital gains from assessment year 1993-94 
and onwards]. 


2. . From the gross total income as computed in (1) above, claim the deductions allowable under Chapter 
VIA to determine {һе total (taxable) income. 

3. Compute income-tax (and not surcharge) on the total income as determined in (2) above. 

4. Determine the aggregate amount of specified savings! made by you under section 88. The amount paid 
or deposited in the specified savings should have been made by you in the previous year out of your income 
chargeable to tax. 

5. Rebate of (deduction from) income-tax u/s. 88(1) is to be calculated: 

(A) FROM ASSESSMENT YEAR 1993-94 AND ONWARDS: 


(a) © 25% of the aggregate amount of specified savings! [Refer 4] subject to a maximum of 
Rs. 17,500 by an individual whose income, derived from the exercise of his profession as an author, 
playwright, artist, musician, actor or sportsman (including an athlete), is 2596 or-more of his total income. 
The maximum amount of specified savings! can be Rs. 70,000 [Proviso to section 88(1) & section 88(6)(i)]. 
If, such professional income is less than 2596 of his total income, the rate of rebate will be at 20% of 
the aggregate amount of specified savings! subject to a maximum of Rs. 12,000 as in the case of other 
assesses. The maximum amount of specified savings can be Rs. 60,000 [Section 88(1) & 88(6)(ii)], 
(b) © 20% of the aggregate amount of specified savings! [refer 4] subject to a maximum of 
Rs. 12,000 by assessees other than those referred to in (a) above. The maximum amount of specified 
savings' can be Rs. 60,000 [Sections 88(1) & 88(6) (11)]. 


(B) FOR ASSESSMENT YEARS 1991-92 & 1992-93: 


(i) © 20% of the aggregate amount of spccificd savings! [refer 4] subject to a maximum of Rs. 14,000 by an 
individual being an author, playwright, artist, musician, actor or sportsman (including an athletc). The maximum amount 
of specified savings! can Бе Rs. 70,000 [Section 88(1) & 88(6)(i)], : 

(ii) (9 20% of the aggregate amount of specified savings" [refer 4] subject to a maximum of Rs. 10,000 by assessees 
other than those referred to in (i) above. The maximum amount of specified savings! can be Rs. 50,000 [Section 88(1) & 
88(6)(ii)]. , 

6. Determine the cost of specified shares, units of Mutual Fund/U.T.12, referred to in sec. 88A. Shares/Units should have 
been acquired by you, in the previous ycar, out of your income chargeable to tax. Where the aggregate cost of such shares or 
units exceeds Rs. 25,000, the deduction @ 20% u/s. 88A(1) will be allowed only with reference to such of those shares or units, 
as are specified by you, the aggregate cost whereof does not exceed Rs. 25,000 [Sec. 884(2)]. Calculate 20% of the cost of such 
shares or units as does not exceed Rs. 25,000 [Sec. 88A(1)]. 4 г : 

7. Іп the case ofa resident individual, who has attained age of 65 years at any time during the previous year 
and who has— i ` у> 

(a) gross total income not exceeding Rs. 75,000, is entitled to an additional rebate of 2096 of the tax 
payable by him, in relation to assessment year 1994-95, 
(b) gross total income not exceeding Rs. 1,00,000, is entitled to an additional rebate of 40% of the tax 
payable by him, in relation to assessment year 1995-96, 
(c) gross total income not exceeding Rs. 50,000, is entitled to an additional rebate of 10% of the tax 
payable by him, in relation to assessment year 1993-94. me 
‘Gross total income’ means total income determined under the Act, before making any deduction under 
Chapter VIA. The rebate u/s. 88B is to be allowed before allowing the tax rebate u/s. 88 [Section 88B]. For 
example, refer page 209. à 
8. From the amount of income-tax as computed in (3) above, deduct the aggregate amount of rebates 
arrived at in (5) and/or (6) and/or (7) above. It may be noted that the aggregate amount of rebates arrived atin 
(5) and/or (6) and/or (7) above shall not, in any case; exceed the amount of income-tax computed in (3) above 
[Section 87(2)]. ix у i 


2. For specified shares [i.c. offer for subscription to such shares is made by the company before 1-4-1991], units of Mutual Fund & units of Unit = 


; А dA RES йыла: eene С, 
Publication). is = 
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9. "Where the total (taxable) income exceeds Rs. 1,00,000 for assessment years 1993-94 & 1994.95 
[Rs. 75,000 for assessment years 1991-92 & 1992-93], the reduced amount of income-tax arrived at in (8) above, 


is to be increased by a surcharge of 12% on such reduced amount of income-tax. 


10. The resultant figure as arrived at in (8) or (9), as the case may be, is the tax payable by you on your 


total (taxable) income. 
EXAMPLES: 
(1) Gross total income’ of Mr. А, inclusive of dividend income Rs. 11,000 for assessment year 1994-95 is, 
Less: Deductions under Chapter VI A: 
(1). Mediclaim insurance premia paid Rs. 7,000. 


Maximum deduction u/s. 80D restricted to e vs vs 5d Rs. 6,000 
(2) Dividend income Rs. 11,000. 
Maximum deduction u/s. 80L (1) restricted to .. s at e Rs. 10,000 


Total (taxable) income 


Income-tax on Rs. 47,000 total (taxable) income (Refer page 211) 
Less: Deduction from income-tax u/s. 88: 


Aggregate amount of specified savings u/s. 88(2)* ac Rs. 10,000 (4) 
Deduction @ 20% of Ёз. 10,000 u/s. 88(1) 23 ne Rs. 2,000 [(5)(A)(b)] 


LT. payable on Rs. 47,000 total (taxable) income after availing deduction from income-tax u/s. 88 


(2) Gross total income! of Mr. A for assessment year 1994-95 is, say 
Less: Deductions under Chapter VI A: 
Deductions under sections 80D (Rs. 5,000) & 80U (Rs. 20,000) 


Total (taxable) income 


Income-tax on Rs. 60,000 total (taxable) income (Refer page 212) 
Less: Deduction from income-tax u/s. 88: 
Aggregate amount of specified savings u/s. 88(2)* за Rs. 40,000 (4) 


Deduction © 20% of Rs. 40,000 u/s. 88(1) `..  .. Rs. 8,000 [(5)(А)(Ъ)] 


Amount of deduction u/s. 88 restricted u/s. 87(2) to Rs. 7,000 being th i 
chargeable on Rs. 60,000 total (taxable) income : ; : eae Segre 


Income-tax payable on Rs. 60,000 total (taxable) income aft aili ; + à 
UBB tad oh section 870). x as ) i = Е ing deduction from income-tax 


(3) Gross total income’ of Mr. A for assessment year 1994-95 is, say ВЕ 
Less: Deductions under Chapter VIA: Deductions under sections 80D то 800 are, say 
Total (taxable) income , 


Income-tax (and not surcharge) on Rs. 1,05,000 total (taxable) incomc (Ref 

Less: Deduction from income-tax u/s. 88: PAR 2): 
Aggregate amount of specified savings u/s. 88(2)* .. Rs. 80,000 (4) 
Deduction @ 20% of Rs. 80,000 u/s: 88(1) ^ ..  .. Вз. 16000 [(5)(A)(b)] 


— 
——————— H 


Maximum amount of deduction restricted u/s. 88(6) (ii) to Rs. 12,000 [(5)(А)(Ъ)] 
Income-tax chargeable on Rs. 1,05,000 total (taxable) income o4 { 

Add: Surcharge @ 12% on Rs. 9,000 income-tax [as the total (taxable) income exceeds Rs. 1,00 000] 
Tax payable on Rs. 1,05,000 total (taxable) income after availing deduction from income-tax u/s. 88 


Note: If Mr. A, is an author, playwright, artist, musician, acto 
section 88(1) read with section 88(6)(i) would have ae ae 
(a) for assessment years 1991-92 & 1992-93, Rs. 14,000 & not Rs. 10,000, and 


(b) from assessment years 1993-94 & onwards, Rs. 17,500 & not Rs. 12,000 [for details, refer (5)(A)(a) on page 205]. 


ЦАР 
3. Аз reduced by порана capital gains. 
4. For specified Sayings under section 88, refe 
or spec vipex under sentiqn 8B, гог pape 208. isi Collection. Digitized by eGangotri 


Rs. 63,000(1) 
Rs. 16,000 (2) 
Rs. 47,000(2) 
Rs. — 3,400(3) 
Rs. 2,000(8) 
Rs. —1,400(10) 
Rs. 85,000(1) 
Rs. 25,000 (2) 
Rs. 60,000 (2) 
Rs. 7,000 (3) 
Rs. 7,000 (8) 
Rs. Nil(10) 


Rs. 1,35,000 (1) 


Rs. 30,000 (2) 
Rs. 1,05,000 (2) 
Rs. 21,000 (3) 
Rs. 12,000 (5) 
Rs. - 9,000 (8) 
Rs. 1,080 (9) 
Rs. 10,080(10) 


portsman (including an athlete), then, deduction under 


I 


eri pa i s t a t a 
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TABLE A 


(1) FOR NSC VI ISSUE PURCHASED ON OR BEFORE 31-3-1987 
[Rule 19 (1) of the National Savings Certificates (VI Issuc) Rules, 1981] 
(2) FOR NSC VIII ISSUE PURCHASED ON OR AFTER 1-4-1989 
[Rule 15 of the National Savings Certificates (VIII Issue) Rules, 1989] 


Amount of interest accruing on certificates of denomination 


Rs. 10 | Rs. 100 | Rs. 1,000 | Rs. 5,000 | Rs. 6,000] Rs. 10,000] Rs. 12,000| Rs. 20,000 

Rs. P. | Rs. P. Rs. Rs. Rs. Rs. Rs. Rs. 
124 620 744 1,488 2,480 

139 


The year for which 
interest accrucs 


Ist completed year 
2nd completed усаг 


834 1,668 


3rd completed year 156 6,240 
4th completed ycar 175 1,050 7,000 
5th completed year 197 1,182 2,364 7,880 
6th completed year 224 8,960 


e 0h34 2,688 4,480 
| 1015 | 10150 | 1015 | sos | бохо | 10,150 | 1210 
TABLE B , 


FOR NSC VI ISSUE PURCHASED ON OR AFTER 1-4-1987 BUT BEFORE 1-4-1989 
[Rule 19(2) of the National Savings Certificates (VI Issue) Rules, 1981] 


Amount of interest accruing on certificates of denomination 

The year for which Rs. 5,000 | Rs. 6,000 | Rs. 10,000] Rs. 12,000} Rs. 20,000 

interest accrues Rs. Rs. Rs. Rs. Rs. 
565 678 2,260 


Ist completed year 113 


2nd completed ycar 126 630 756 2,520 

3rd completed year 140 2,800 5,600 
4th completed year 156 3,120 6,240 
5th completed year 173 865 3,460 6,920 
6th completed year 193 7,720 


965 3,860 
в. эм ns a зин ШШ wp or. 


ILLUSTRATION SHOWING HOW TO CLAIM FURTHER REBATE OF (DEDUCTION FROM) INCOME-TAX 
IN RESPECT OF ACCRUED INTEREST ON INVESTMENTS MADE IN NSG VIIVIII ISSUES IN THE PRECEDING YEARS: 
AMOUNT INVESTED/DEPOSITED IN SPECIFIED SAVINGS U/S. 88 (2) ELIGIBLE FOR 
REBATE OF (DEDUCTION FROM) INCOME-TAX U/S. 88(1): 


Assessment Life insurance Contribution to Investment in Accrued interest Aggregate Rebate of 
2 i ^ .F./P.F. NSC VIII Issue on NSC VI/VIII specified savings ^ (deduction from) 
Year premia paid Р.Р.Е. d SE 
Col. (2) to (5)] © 20% of Col. (6) 
1 2 3 4 5 6 1 

- Vs 1 4 Rs. 10,000 Rs. 10,000 Ез. 6,511 Rs. 32.000 Rs. 6,400 
Е ы x (ҮРҮ Rs. 20,000 Rs. 10,000 Rs. — 7,5396° Rs. 48,000 Rs. 9600 
1995-96 Sa Rs. 12,396 Rs. 25,000 Rs. NIL Rs. 7,601* | Rs. 45,000 Rs. 9,000 

*Accrucd interest in respect of investment made in NSC VI/VIII Issue in preceding years is as under: 
NONIN acl i Table 1993-94 res 1995-96 
NSC VI/VIII Issue on invested interest * Та 
038 E NIL 

30-3-1988(VI Rs 000 5th/6th Comp. year В (above) Rs 1, 
PDC Rs. К 4th/5th/6th Comp. year B (above) Rs. 1,560 К ыз ME ай 
28-2:1990(VIII) Rs. 12,000 $rd/4th/Sth Comp. year A (above) m pes Вы зо SRO HERA 
20-1-1991 (VIII) .. Rs. 6,000 9nd/3rd/4th Comp. year A (above) Кей A M ES 
20-3-1992(VIIT) Rs. 10,000 Isu2nd/3rd Comp. усаг A (aboye) an rese Pe 
20-3-1993(УШ) Ёз. 10,000 = 1120209 Comp. year А (above) S ERAT 
20-3-1994(VIIT) Rs. 10,000 —Jj—/1st Comp. year A (above) ine EP Ce > Шы 
Aggregate accrued interest in respect of NSC VI/VIII Issue .. у. з 00 7 Бы Шш RTs ты ыз 


for assessment year 1995-96] (Refer table B _ 
“I NSC VI Issue for 6th completed year Rs. 1,158 [for assessment year 1994-95/Ёз. 1,930 T 96] (Refer v | 
аһоуе) does tox ЫШ З 0 Terie ea nes) income-tax, as itis not deemed to have been reinvested on behalfof the holder [Vide Rule 19 of NSC 


VI Issue Rules, 1981]. "еа et х 
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Under section 88(2), the following sums paid or deposit 
undivided family] out of his income chargeable to tax quali 


1. 


Ga) pf no BJ 


10. 


. M. 


13. 


14. 


Specified savings qualifying for deduction under section 88: 
ed in the previous ycar by the аззеззсе [i.c. individual and Hindy 
ifies for deduction @ 2096? u/s. 88(1): 


Life insurance premia paid— 

(a) by an individual, on his/her life or on life of his/her spouse or, on life of any child [including a marricd daughter. Vide 
Circular No. 574, dt. 22-8-90. 185 ITR (St.) 31] of such individual; and 

(b) by a Hindu undivided family, on life of any member of the family. 

Note: Premia paid in excess of 10% of the capital sum assured do not qualify for deduction. 

Payment made, by any person mentioned below, under contract of deferred annuity [other than annuity plan: (a) upto 

asst. year 1992-93, referred to in section 80CCA(1)(ii) i.e. ‘Jeevan Dhara’ & ‘Jeevan Akshay’ & (b) from asst. year 1993-94 

and onwards, referred to in item (14) hereafter], if the contract does not contain a provision for the exercise by the insured of 

an option to receive a cash payment in lieu of the payment of annuity— 
by an individual, on his/her life or on life of his/her spouse or life of any child [including adult children and a married 
daughter. Vide Circular No. 574, dt. 29-8-90. 185 ITR (St.) 31] of such individual. 

Contribution made by an employee to a recognised provident fund. 

Contribution made by an individual to any provident fund to which the Provident Funds Act, 1925 applies. 

Contribution by an employce to an approved superannuation fund. 

Contribution to Public Provident Fund Scheme, 1968 in an account standing in the name of— 

(a) in the casc of an individual, the individual, the wife or husband and any child of such individual. Contribution by an 
individual in an account standing in the name of spouse (i.c. husband/wifc) is eligible for rebate of (deduction from) 
income-tax; and 

(b) in the case of a Hindu undivided family, any member thercof. 


Deposits in 10 year or 15 year account under the Post Office Savings Bank (C.T.D.) Rules, 1959, where such sums are | 


deposited in an account standing in the name of— 
(a) in the case of an individual, such individual or a minor of whom hc is the guardian; and 
(b) in the case of a Hindu undivided family, any member of the family. 


Subscription to 6-year National Savings Certificates VIth, VIIth & VIIIth Issue. Accrued interest in respect of NSCs VIth 
& VIIIth issue also eligible for deduction u/s. 88(1) [vide para 6(vi)(b) of Circular No. 654, dt. 22-7-93. 203 ITR (St.) 9] ! 


[Tables for accrued interest аге given on page 207]. 
Contribution made, іп the name of any person mentioned below, for participation in the Unit-linked Insurance Plan, 1971 


* ofthe Unit Trust of India— 


(a) in the case of an individual, the individual, the wife or husband and any child of such individual; and 
(b) in the сазе of a Hindu undivided family, any member thercof. 


Contribution made, in the name of any person mentioned below, for participation in the unit-linked insurance plan of the | 
L.I.C: Mutual Fund notified u/s. 10(23D) [i.c. Dhanraksha, 1989 plan of the L.I.C. Mutual Fund. Notification No. 56(E) | 
| 


dt. 31-1-91.187 ITR (St.) 151]: 
(a) in the case of an individual, the individual, the wife or husband and any child of such individual; and 
(b) in the case of a Hindu undivided family, any member thereof. 


Subscription to notified deposit scheme of the National Housing Bank [i.c. Home Loan Account Scheme], or from | 


assessment year 1993-94, as a contribution to notified pension fund sct up by the National Housing Bank. 


isis ard ince 1992-93 and onwards, subscription to notified deposit scheme, interest on which is not eligible for 


(i) a public sector company which is engaged in providing long-term finance for construction/purchase of residential | 


houses in India, or 
(i) any authority constituted in India for the purpose of dealing wi isfyi i 
] ‹ g with and satisfying th y 
tion or for the purpose of planning, development or improvement of cities, towns АТЫ о 


From assessment year 1993-94 and onwards, contribution to notified ion fi 

[п ане У ; notified pension fund set up by Mutual Funds approved u/s. 
І oe : ). From assessment year 1995-96 and onwards, contribution to notified pension fund set up by the Unit Trust of 
From assessment ycar 1993-94 and onwards, subscriptions to the schemes: 


(a) National Savings Scheme referred to in National Savings Scheme Rules, 1992 (Notification No. 819(E), dt. 21-10-92. 


198 ITR (St.) 133] & deferred annuity plan of L.I.C. i.e. * T ; meris 
801(E) dt. 7-10-92. 198 ITR (St.) 129], & C. ie. “Jeevan Dhara’ & ‘Jeevan Akshay’ Plans [Notification №. 


(b) Covered u/s. 80CCB, viz. notified Equity Linked Savings Schemes, not exceeding Rs. 10,000 


- 


5. Rebate is 25% in relation to assessment year 1993-94 and onwards in th 
ils, refer item (5)(A : есавс ofan 
etc. For further details, refer dtem ARYAN) em раве 205. nasi Collection. Digitized by eGangotri 


individual being an author, playwright, 


оь айар meen аьаа а анана 
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15. Payment Rot exceeding Rs. 10,000, in a previous ycar, for the purchase or construction of a residential house thc 
сотор of which is completed after 31-3-1987, and the income from which is chargeable under the head “Income from 
ousc property". From assessment year 1992-93 and onwards, this tax rebate is also extended to a residential house 
constructed or purchased even before 1-4-1987. For further details, refer item (b) of conditions. 
= Conditions: 

(a) “Contribution” to any fund will not include any sums in repayment of loan taken from that fund. 

S S Payment for purchase 5. синен of reden house will include any instalment or part payment of the amount due 

a = ing or other scheme of any developmen ity, ir imi 1 
operative socicty of which assesscc is a sharehelder/mesiben auteni big board/other similar authori а E 

It will also include re-payment of loan borrowed by the assessec from: (1) Government, о b i 
Corporation of India, or (4) the National Housing Bank, or (5) certain АЕА of institutions Каш ihe VE 
long-term finance for construction or purchasc of residential housc in India, or (6) any public limited company or co-operative society 
engaged in the business of financing the construction of houses, or (7) the assessee's employer where such employer is a public company 
or a public sector company or a university or a college affiliated to such university or a local authority or, from assessment year 1992-93 
and onwards, a co-operative society. 1 : =т=т ' 

Payments towards the cost of housc property will include stamp duty, registration fee and other ехрепзез for the purpose of 
transfer of house to the assessee. Payments towards cost of house, however, will not include admission fee or cost of share or initial 
deposit or cost of addition/alteration/renovation/repair incurred after the house is occupied/let out by the assessee or any expenditure 
in respect of which deduction is allowable u/s. 24 or for assessment year 1991-92, cost of land (except where the consideration for 
purchase of house is a composite amount and the cost of land cannot be separately ascertained). . 

(c) Under section 88(7), where, in any previous усаг, an assessec— : ; 

(A) terminates contract of insurance referred to in item (1) on page 208, by notice or where the contract ceases to be in force 
by reason of failure to pay any premium, before premiums have been -paid for 2 years, or 
(B) terminates his participation in any unit-linked insurance plan, referred to in items (9) & (10) on page 208, by notice or 
where he ceases to participate by reason of failure to pay contribution, before contributions have been paid for 5 years, or 
(C) transfers the house, referred to in item (15) above, before the expiry of 5 years from the end of the financial year in 
which possession of such property is obtained by him, or receives back, whether by way of refund or otherwise, any sums 
specified in condition (b) above, : 
then, : =A 
(i) no deduction is to be allowed with reference to any of the sums [referred to in items (1), (9), (10) & (15)] paid in such 
previous year; and - " 
(i) the aggregate amount of thc deductions of incomc-tax allowed in carlier previous year(s) shall be deemed to be tax 
payable in the assessment year relevant to such previous year and shall be added to the tax on the total income of the assessee 
with which hc is chargeable for such asscssment year. . 


EXAMPLE FOR REBATE OF (DEDUCTION FROM) INCOME-TAX U/S. 88B: i 
For assessment year 1994-95, Mr. A, who has attained age of 65 years on 30-3-1994, has gross total income of Rs. 70,000 which 
includes dividend income Rs. 11,000. Hc has invested Rs. 30,000 in National Savings Certificates VIIIth Issue on 1-1-1994. The tax 
payable by him after availing of rebates (deductions) u/s. 88 and u/s. 88B is as under: і Еа 
Gross total income get ernie tee ЕЕ S Ry as КЕ 
Less: Deduction under Chapter VIA: 
Deduction u/s. 80L: 

Dividend income Rs. 11,000 . 
Maximum deduction u/s. 80L(1) restricted to se od od en ad 29 .. Rs. 10,000 
! Total (taxable) income .. Rs. 60,000 


70,000 


Income-tax on Rs. 60,000 total (taxable) income (Refer page 212).. ERE о an .. Rs. 7,000 
Less: (1) Deduction from income-tax u/s. 88В: 
Since Mr. A has attained age of 65 years during the previous year i.c., financial year 1993-94 (on - 
30-3-94) and his gross total income does not exceed Rs. 75,000, he is entitled to deduction u/s. 88B : D 
@ 20% of Rs. 7,000 [being incomc-tax on total (taxable) income Rs. 60,000] i.e., 20% of Rs. 7,000 Rs. 1,400 


Income-tax payable after availing deduction u/s. 88B 4n oc ES 24 Ке . Rs. 5,600 
(2) Deduction from income-tax u/s. 88: К 
Investmentin NSC VIIIth Issue 79 Xx xi ion .. Rs. 30,000 У 


Deduction @ 20% of Rs. 30,000 u/s. 880) С. а o oe Ёз 6000 


Amount of deduction u/s. 88 restricted u/s. 87(2) to Rs. 5,600 [Rs. 7,000 being the amount of [T 
income-tax chargeable on Rs. 60,000 total (taxable) income less rebate u/s. 88B Rs. 1,400] .. Rs. 5,600 


Income-tax payable on Rs. 60,000 total (taxable) income after availing deduction from income-tax u/s, 88 & SENOS 
88B read with section 87(2) 26 2 29 E A 3 S 22832 


Note: Deduction from income-tax u/s. 88B is to be first availed of before availing deduction from income-tax u/s. 88 (Refer s: 


= 
1239 


— ^ 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


E 
I 
i 


1 - T. TABLE 210 


INDIVIDUALS 
A. Y. 1994-955 
TABLE | 
INCOME-TAX** . 
FOR INDIVIDUALS ONLY* 


WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 30,000 & Rs. 50,000 
ASSESSMENT YEAR | | 
1994-958 . dai | 
Accounting period: Financial year ending 31-3-1994. i 
The table given hereunder may be referred for the purposes of: | 
(1) SELF ASSESSMENT t & (2) REGULAR ASSESSMENT | 
SLAB ВАТЕ: INCOME-TAX @ 20%t _ > 


Taxabl Taxable Taxable Taxable Toxable 
ome | т.т Mos АВ; соню [Ай Income | I.T.t Income | І.Т. Income | 17.1 
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. _ Rs. ; Rs. .Rs. 
70 80| 16|. 
80 . | 


**IMPORTANT 


Income-tax is to be arrived at with reference to table given, on the taxable income, that is gross total income as 
reduced by deductions under Chapter VIA [Refer pp. 186-204]. From the income-tax so arrived at, the following rebates 
of (deduction from) income-tax is to be allowed u/s. 88 & 88B to arrive at the income-tax payable: 

(a) in respect of aggregate sums invested or deposited in specified savings, referred to in section 88 [Refer 
pp. 205-209]: i i ‘ 

(1) @ 20% of such savings, in the case of an individual [other than (2) below], оэ pt 
(2) (9 25% of such savings, in the case of an individual, whose total income, derived from the exercise 

of his profession as an author, playwright, artist, musician, actor or sportsman (including an athlete), is 2596 

or more of his total income [Proviso to section 88(1)], 

(b) @ 20% of the tax payable by resident individual who is of the age of 65 years or more at any time during 
the previous year and whose gross total income does not exceed Rs. 75,000. ‘Gross total income’ means total 
income determined under the Act, before making any deduction under Chapter VIA of the Act [Section 88B]. 
Where the taxable income exceeds Rs. 1,00,000, the amount of income-tax as reduced by the rebates u/s. 88, will | 

be increased by a surcharge of 12% on such reduced amount of income-tax. 


NOTES: 
Š 1. The rebate under section 88 from income-tax will be limited to Rs. 12,000. That is; maximum amount of 
savings can be Rs. 60,000. In the case of author, playwright, artist, musician, actor or sportsman (including an athlete) 
[refer (а)(2) above], the said rebate is upto Rs. 17,500. That is, maximum amount of savings can be Rs, 70,000, in their 
cases [Section 88(6)]. Е ; 
2. Thetotal of both the rebates under sections 88 & 88B will be limited to income-tax ch rallow- 
ing the said rebates) on the taxable income [Section 87(2)]. кетер оге all 
3. The tables given hereunder is before the rebates under sections 88 & 88B ing ill 
illustrate the method to calculate the tax payable: 8B, The following example ye 
EXAMPLE: 1. Taxable income, that is gross total income as reduc i 
for assessment year 1994-95, is am а spad Зу дейнп УА, PO ig 89Y 


2. Contribution to public provident fund & life insurance premia paid, qualifying for 


deduction u/s. 88, is s. 10,000 

Income-tax chargeable on Rs. 48,000 taxable income R f : 

Less: Deduction from income-tax u/s. 88: (Refer page 211) Yu o. BS MEN | 
Deduction @ 20% of Rs. 10,000 (Refer 2 above) = . .. Rs. 2000} 


Income-tax payable on Rs. 48,000 taxable income for assessment year 1994.95 ; 


| 

| 

B ml | 

ssment tax payable shall also includ 

Eee Bet hc : xs e Interest payable under sections 234A, 2348 and 234C, if any. For details, refer : 
For estimated tax on “Salaries” “advance 

2 s r annua! a ance tax" payable during the financial year ending on 31-3-1995, please refer | 
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211 |- T. TABLE © 
INDIVIDUALS 
A. Y. 1894-958 


TABLE 1— (Contd.) & s 
**Before you proceed to refer this table, please refer explanatory note marked "**IMPORTANT" on page 210. 


Taxable Taxable Taxable Taxable Taxable Taxable 
income [А ub t "pw "use ности пете АА; T Income 
Rs, Rs, Rs. i Rs. 


o 


2700 || 46800 
2720 || 46900 
2740 || 47000 
2760 | 47100 
2780 || 47200}; 3 
2800 || 47300 
2820 || 47400 
2840 || 47500 
2860 || 47600 
2880 47700 ; 5‹ 
2900 | 47800. 
2920 || 47900 | ` 
2940 || 48000 
2960 

2980 


INDIVIDUALS * 3000 
ASSESSMENT YEAR 
1994-955 2n 3020 


3040 
3060 
3080 
3100 
3120 


3140 
3160 ||: 


t'Surcharge on Income-tax is payable where the taxable income exceeds Rs. 100,000. 
5 Refer § marked note on page 210. ] 
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^. — [- T. TABLE 212 | 
i INDIVIDUALS i 
I A. Y. 1994-958 

; TABLE Il | 


INCOME-TAX** 
FOR INDIVIDUALS ONLY* | 
WHERE THE TAXABLE INCOME IS BETWEEN: | 


Rs. 50,000 & Rs. 1,00,000 
ASSESSMENT YEAR : | 
1994-958 | 
| 


^^t — À—— s e 


Accounting period: Financial year ending 31-3-1994. 
The table given hereunder may be referred for the purposes of: 
(1) SELF ASSESSMENT + & (2) REGULAR ASSESSMENT 
** Before you proceed to refer this table, please refer explanatory note marked ** "IMPORTANT" оп page 210.. | 
- SLAB RATE: INCOME-TAX @ 30%t | 


Taxable Taxable Taxable 
ES Бозе ү ib t coms RE | л соне 1. n t тоте | 
5. 


INDIVIDUALS* 7420} | 


ASSESSMENT YEAR 
1994-958 


2626 


& 


— 


Taxable 


конте оте ni 1 


ES Е 
ІА В t JA E 


d 


Tone Agir totom 10 4р 7 ЗА, man 


Tian ennt cmt nm mt tias e 
Е 


5 Note: Income-tax payable on taxable income (as red g-term 
$ above table. For income-tax payable on long-term Eden pone long рр. 134- up gains, if any) is to be computed with reference t^ m 
Jose on income-tax is payable where the taxable i income tede Re 1,00,000. | 
is table also applies to association of persons, bod id i 
paren TU Td ое тау be referred only in cases where old idual non-resident, "nes inde n ше сава or Hindu pun 
ing eem Меге any one or more members of Hindu undivided family have th ае dent | li eara Incom cass > 
Д putation of such Hindu undivided family is given on page 216. Lor АРЕ nean: taxable income in exces? 
1 з Self assessment tx shell also include ir interest payable under sections 234A, 234B and 234C, if a 4 LR ideal 153, 
estim n on ries" and "advance tax" payable during the financial year MET r details, refer lease i 


. 290-235. 
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213 l- T. TABLE 
INDIVIDUALS 
A. Y. 1994-958 


TABLE П— (Contd.) 
**Before you proceed to refer this table, please refer explanatory note marked "**IIMPORTANT" on page 210. 


| Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable 
i Income Income | T.t income | IT.t 1псоте | I.T.t Income| LT.f Income| |.T.t || Income| ТТТ Income LT.t 
i Rs. Rs. Rs. Rs. ` Rs. Rs. > Rs. Rs. RS Rs. Rs. Rs. Rs. Rs. Rs. 


| 69900 | 9970 
70000 | 10000 
70100 |10030 


70400 | 10120 
70500 |10150 


t nm on Income-tax is payable where the taxable Income exceeds Rs. 1,00,000. 
теі 5 Refer 8 marked note on page 212. 
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I-T. TABLE 214 | 
INDIVIDUALS | 
A. Y. 1994-955 : | 

TABLE Ш | 


INCOME-TAX AND SURCHARGE** , | 


FOR INDIVIDUALS ONLY* 
WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 1,00,000 & Rs. 6,00,000 


ASSESSMENT YEAR 
1994-958 


Accounting period: Financial year ending 31-3-1994. 
- The table given hereunder may be referred for the purposes of: 
(1) SELF ASSESSMENT  & (2) REGULAR ASSESSMENT 
х= Before you proceed to refer this table, please refer explanatory note marked ^** IMPORTANT” оп page 210. 


i SLAB RATE: ІМСОМЕ-ТАХ @ 40% t SURCHARGE: 12% ОЕ INCOME-TAX 


{ REFER 1 NOTE: |]. REFER t NOTE 
$ ‘exable Oc -——-|| Taxoble 
income LT. &.C.t Total LT. S.C.t | Totalt LT. 
: Rs. ms | Rs P| ns P ; Rs | Rs. P. | Rs. Р. | Rs Rs. 
| 24| 288 120 


made, CAAA 


n 


soj 20] 240| 2240 
Go 24 
100000 | 19000 | 12280 
100500 | i9200] 2304 
101000 | 194001 2328 
102000 | 19800] 2376 
103000| 20200 | 2424 
102000 | 20600 | 2472 
105000 | 21000 | 2520 
106000 | 21400 | 2568 
7070001 21600] 2616 
105000 | 22200] 2664) 


z230 INDIVIDUALS* 


21728 1994-958 


мара аа dG OS COR ENS FTE Rt EATS pert Qr iem nat simone. 


w 


103090! 22000 | 2712 
110090 | 23009] 2760 
111000 | 23400 | 2204 


' Rote: Tax payable on taxable income (as reduced - i i uted 
tahlo, For tax payabla an long-term capital Ld 'refer Ld c Ааш sl Rer ET is to ка "eed With reterence to the abo 
T Зоого at the rate of: 1270 on income-tax is payable where the taxable income exceed 
payable оп ihe whale amount of income-tax as no marginal relief is provided in the Епансе А gnus 
Rs. 1,00.000, sincha аё on imcome-tax is not payable. However, in the case of a non-resid A UN 
p not ЖС) еу = JUNE UEM mo apse le income exceeds Rs. 1,00,000 (Vide proviso tree 5 
а. Н На 1 Й cases tion 
suicharg and total from these, columns. de Where deduction from income-tax is all 
- 1 1з table also applies to association of perso. indivi i 
ilies, the shove table may be referred only in Cares WE VN ы тазда DO ofthe f mit "ra 
Бє. 20,050. In casts where aono or mora members of Hindu undivided family have Les Ун 
the ta cemputatian of such Hindu undivided family is given on page 217. For ‘examples, сао Pisco In excess of Rs. 30,000 
f Self assessment tax payable shall-als у : 
pe 8 P adco ayabl $ x > include interest payable under sections 234A, 234B and 234C, 
+6 For cestni ied кэмин fas on “Salaries” and ^ tax" r ' : 
ай, Е d sm lat nd “advance payable during the financial year ending on 31-3-1995, please refe 


‚000. In.such cases surcharge 1$ 
If the taxable income does not ex 

rge at the rate of 12% on income-taX 
b-Paragraph | of Paragraph A of Part! 


owable u/s. 88, please do not compute | 


21504 ASSESSMENT YEAR : 7 


—— 


215 Г- T. TABLE 
INDIVIDUALS 
A-Y. 1994-958 


TABLE Ill — (Contd.) 
** Before you proceed to refer this table, please refer explanatory note marked “**IMPORTANT™ on page 210. 


REFER t NOTE 
Taxable Taxable 


-tax is allowable s 88, please do not compute surcharge and total ron 


In cases where deduction from Income 

jd these Tin ens Refer explanatory note marked ** IMPORTANT" on page 210. BA > Lange jj 
aX § Refer § marked note on page 214. ai 
| E =m ~-Income-tax & Surcharge ip cad over Rs. 6,00,000 taxable income for assessment year 1994-95: sf —— 3 

| ? Income-tax а Surcharge 
5 | For every’ ia GRs. 10,000 Rs. 4,000.00 tio бе 480.00. 
o For every Rs. 1,000 ` Rs. 400.00 - 48.00 
er | For every Rs. 100 Rs. 4000 ELI сэ ee 

j For every Rs. 10. QR. 0 4.00 : 0.48 É 


fer at 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized is eGangotr >. 


west - d SI mt Mr мы. MED лөт stet б-т) 
S 


ee "gut Е ТЕ, orem c OD CTS 


i 
{ 


216 


TABLE IV 


INCOME-TAX FOR HINDU UNDIVIDED FAMILIES ONLY* 
Where 
) income of at least one member exceeds Rs. 30,000 
ASSESSMENT YEAR 
1994-958 : 
Accounting period: Financial year ending 31-3-1994. { 
The table given hereunder may be referred for the purposes of: | 
і 


The independent total (taxable 


(1) SELF ASSESSMENT + & (2) REGULAR ASSESSMENT 


please refer explanatory note marked "**IMPORTANT" on page 210. 


Before you proceed to refer this table, 
| income as reduced by deductions u/s. 80D to 80L, 


EXAMPLE: 1. Taxable income, that is gross tota 
for assessment year 1994-95, is s. 28,000 
2. Life insurance premia paid, qualifying for deduction u/s. 88, is .. dc eco... Rs. 5,000 | 
Income-tax chargeable on Rs. 28,000 taxable income (Refer table below) .. .-- Rs. 3,000 | 
Less: Deduction from income-tax u/s. 88: че: 
Deduction @ 20% of Rs. 5,000 (Refer 2 above) 55 T .. .. Rs. -1,000 


Income-tax payable on Rs. 28,000 taxable income for assessment year 1994-95 ... Rs. 
WHERE THE TAXABLE INCOME IS BETWEEN: 


Rs. 18,000 & Rs..1,00,000 А. b. 
Taxable Taxable я Taxable 
Income | T. Income | _1.T.t Income т.т 
Вз. Rs. Rs. Rs., Rs. Rs. 
200 60 


SLAB RATE: I.T. 30%1 
E 15 2. 400 | 120 
60 300| 90|| 500] 150 
70 400| 120 
24800 


Taxable Taxable 
Income | 17.1 || Income | LT.t 
Rs. Rs. Rs. Rs. 
30 


e 
10 
20 40 
30 


HINDU UNDIVID : 
ASSESSMENT YEAR О 
1994-955 


Note: Income-tax payable on taxable income (as reduced by long-term cap 


above ab For eoms taa payania on long Serm captat gin rafer ppr ТХ Во P meto be computed wi reference t9 PY 

: nly in cases where the аззеззее is а! | | 

EIS йел ане pe refe nine essee is a Hindu undivided famil Ы 

nea te es ы ce oon аи 
on income-tax is payable where th r m 

+ Self-assessment tex payable shall also include interest payable Under кып спо ates пе. 1.00,ООО; if апу. For detail: refer | 

B , if any. For details, 26 


page 153. z | 
5 For purposes of agency jax payable durin he financial ear ending. 08 219-1895, refer page 296. | 


| 
| 
| 
| 
i 


217 1-T. TOBEE 


A. Y. 1994-955 
TABLE V 
INCOME-TAX & SURCHARGE FOR HINDU UNDIVIDED FAMILIES ONLY* 
Where 
The independent total (taxable) income of at least one member exceeds Rs. 30,000 
ASSESSMENT YEAR 
1994-958 


greet period: Financial year ending 31-3-1994. 
The table given hereunder may be referred for the purposes of: 
(1) SELF ASSESSMENT t & (2) REGULAR ASSESSMENT 


WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 1,00,000 & Rs. 5,00,000 


| JREFERtNOTE | t NOTE 
Income LT. Mate "3 
Rs. 


HINDU UNDIVIDED FAMILIES* 
ASSESSMENT YEAR * 


Note: Tax payable on taxable income (as reduced by long-term capital gains, if any) is to be computed with reference to the above : 


term 134-135. : 
Ен» деке ша; to peut pu LUIS the assessee is a Hindu undivided family and any one or more members’ 


have independent total (taxable) income d ng Rs. PE E none of the members of Hindu undivided family has biceps = 
excee , please refer the table given on pp. n ; 
A Де, ШЕР deduction iron Con аы is Eier ч/з. 88, please do not compute surcharge and: total се these 
Refer rked “**IM " on p 
Frente ot payable shall also include interest payable under sections 234A, 234B and Gem : = For details, 1 

раве 152. ending on 31-3-1995, refer page s $ 
rposes le during the financial year i 

S For pu et “advance tax" Mumukshu Bhawan Varanasi Collection. Digitized by ees Ж 
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1- T. TABLE 218 


FIRM TAX 
A. Y. 1994-95* 
TABLE VI 
INCOME-TAX & SURCHARGE’ FOR FIRMS ONLY 
ASSESSMENT YEAR 1994-95" 


-= Accounting period: Financial year ending 31-3-1994. 
The table given hereunder may be referred for the purposes of: 
(1) SELF ASSESSMENT? and (2) REGULAR ASSESSMENT 
FLAT RATE: INCOME-TAX @ 40% yap. SURCHARGE: 12% OF INCOME-TAX' 


Where the taxable income 
does not-exceed Rs. 1,00,000 
T Taxable Taxable 
Income! | LT. ||income* | LT.' | Income 
Rs. Rs. Rs. Rs. Rs. 
300} 120| .. 10 


Where the taxable income exceeds Rs. 1,00,000 _ 


Е ~ == такав | 
ІТ. Total’ income л 
Rs. Rs.P.| Rs. Rs. 
4| 0.48 300|.  120|. 


192 
240 
288 


_ 1. Surcharge at the rate of 12% on income-tax is payable where the total (taxa i = Ben 
charge is payable on the whole amount of income-tax as no marginal relief is rode in a ana AC 1994 ородо: In such cases ea 
does po acon d Rs. 1,00,000, surcharge on income-tax is not payable. 9 ^ . If the total (taxable) inco 

‘Self-assessment tax shall also include interest payable u/s. 234A, 234B & 234C, if any. Fo [ 
: ym " . а 
y 3. Where ШЫ total (taxable) income of the firm includes long-term (and not short-term) QUAS Bcc «Алыш be total (taxable) 
income, as reduced by long-term capital gains, is to be computed with reference to the above table i.e @ 4096. In Б long-term 
capital gains is to be computed at the flat rate of 3096 [vide section 112(1)]. The income-tax payable by the firm raus on ds the 
income-tax on total (taxable) income [as reduced by the long-term capital gains], and the income-tax on lon -term is tl z sum он : 
if the total (taxable) income inclusive of long-term capital gains exceeds Rs. 1,00,000, the aggregate of i g capital gains. However: 
‘charge on income-tax Q 12%. ИЧ : ; = ncome-tax is to be increased by.sur- 
4. For the purposes of “advance tax" payable during the financial year ending on 31-3-1995 (assessment year 1995-96), refer table 


е 220. ^n Mr E : : S Pii = E 
on pag CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri ^ ^" ^'^ 
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219 EXAMPLES FOR FIRM 
AY. 1994-95 


EXAMPLES FOR FIRM FOR ASSESSMENT YEAR 1994-95: © 


(1) M/s. X & Co. is a trading firm consisting of partners Mr. A & Mr. B sharing profits/losses equally. Аз per partnership deed, 
partner Mr. А is entitled to Rs. 18,000 as simple interest @ 18% p.a. on capital, and working partner Mr. B (who is actively engaged in 
conducting the affairs of the business of the firm) is entitled to Rs. 42,000 as remuncration. These payments arc within tlic limits 
specified u/s. 40(b) (iv) & 40(b)(v)*. The net profit of the firm* (after debiting interest and remuneration to partners) for the financial 
year. ending 31-3-1994 is Rs. 10,000. 


(A) INCOME-TAX PAYABLE BY THE FIRM— 
. Net profit® (after debiting interest & remuneration to partners) 


- Rs. 10,000 
Add: Interest and remuneration paid to partners (Rs. 18,000 + Rs. 42,000) Rs. 60,000 
| Rs. 70,000 
Less: Interest and remuneration paid to partners allowable u/s. J0(b)(iv)/40(b)(v)* .. Rs. 60,000 
Taxable income of the firm 2 "us Rs. 10,000 
Incomc-tax payable by the firm @ 40% on taxable income of Rs. 10,000 (Refer table on page 218) Rs. 4,000 
(B) INCOME-TAX PAYABLE BY THE PARTNERS— Mr. A Mr. B 


Business income: 

Share in total income of the firm [Excludible u/s. 10(2A)] .. T. 
Interest/remuneration reccived from the firm chargeable as business income u/s. 28(v) .. 
Other sources: 


Nil 
18,000 


Nil 
42,000 
Interest income on deposits with companies н Mw ула 
И Gross total income à n 
Less: Deduction.u/s. 80D: @ 100% of medical insurance premia paid Rs. 5,000 . .. ce 

Taxable income <.. ~.. 


48,000 : 52,000 
. 43,000 Rs. 47,000 
Income-tax payable on taxable income. of Rs. 43,000/Rs. 47,000 (Refer page 211) Rs. 2,600 Rs. 3,400? 


Rs. 
Rs 
. 30,000 Rs. 10,000 
Ез 
Кз 


alr ee ЁЁ 


Aggregate of income-tax payable by the firm & partners (Rs. 4,000 + Rs. 2,600' + Rs. 3,4007) Rs._ 10,000 


lo (2) In the example (1) above if, partner. Mr. A is entitled to Rs. 21,000 as simplc interest (2196 on capital, working partner Mr. B 
is entitled to Rs. 1,08,000 as remuneration and nct profit after debiting the said interest/remuneration is Rs. 10,000, then, the tax 
payable by the said firm & partners will be as under: 


707 м са 


(A) INCOME-TAX PAYABLE BY THE FIRM— ' e 3 t 
Net profit (after debiting interest & remuneration to partners) v + OR .. - 28.. Rs. 010,000 
Add: Interest and remuneration paid to partners (Rs. 21,000 + Rs. 1,08,000) vie 59 zt Rs. .1,29,000 
4 x . Mo ` А - : oes ' Rs 1,39,000 
Less: Interest paid to Mr. A Rs. 21,000. Allowable @ 1896 p-a. ч/з. 40(b) (iv) Vas ese Rs. 18,000 
Book-profit® for the purpose of section 40(b)(v) [Vide Explanation 3 to section 40(b)] * 


Rs. 1,21,000 

Less: Remuneration paid to Mr. B-Rs:-1,08,000. Allowable u/s.-40(b)(v)(2): 5-522 Lo ў 

On first Вз. 75,000 of the book-profit @ 90% i s T .. Rs. 67,500 id 

On the balance Rs. 46,000 [Rs. 1,21,000 less Rs. 75,000] ofthe book-profit@ 60% Rs. 27,600 Кз. "95,100 

3031 29 r є ристе. Taxable income of the firm <-s 5. Rs. 25,900 

Incomc-tax payable: by the firm @ 40% on taxable income Rs, 25,900 (Refer table on page 218) Rs. — 10,360 
[Continued on page 220] 


б . ' g ? Ў М 05% О» Уу ` c i : DORE | 

Note: Payments of interest and/or remuneration to partners shall be allowed as deduction u/s. 40(b) subject to the condition that 
the said payments are authorised by the decd of partnership. Partnership deed will have to be suitably modified wherever remuneration/ 
interest payments are involved. For details, refer Paras 6 to 8 & 11 on-page 163-164. Ж. 3 


2 t of interest & remuncration to partners is authorised by the partnership deed and are within the 
limits E ava MI), the said payments are allowable as deduction in computing taxable income of the firm. If it exceeds the limit 
specified u/s. 40(b), it Will be restricted u/s. 40(b) as explained in example (2) above. Ee n" ` : 

6. It is assumed that, net profit is computed in the manner laid down in Chapter IV-D (і.е. sections 28 to 44D]. - 


7. Tax payable by the, partners is to be reduced to the extent of rebate of (deduction from) income-tax allowable эһ. 88, = 


—— 


- саа B DT pro А7с computed ч/з. 28 to 44D. Theremunerationpaid/payableto _ 

8. ‘Book-profit’ means the net profit as per pro fit & loss A/c c Ho ert odere rr рам payee 
n 5 ited” ? = js to be added back to the net profit [Explanation 3 to section 40(b); — — = — 
partners, if debited to Рад А/ итиквпи Bhawan Varanasi.Collection. Digitized by eGangotri : LS 
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1-T TABLE 
FIRM TAX | 
A.Y. 1995-96 
(B) INCOME-TAX PAYABLE BY PARTNERS — Mr. A Mr. B 
Business income: i з 
Share in total income of the firm [Excludible u/s. 10(2A)] : 3 v. Be .. Rs. Nil Rs. Nil 
Interest/remuneration allowed to firm chargeable as business income BUS TG О 
u/s. 28(v) read with the proviso 52 On (а Ри e. ot . 18,00 | Rs. + 95,100 | 
Other sources: ; 
Interest income on deposits with companies Hb V. = ss we .. Rs. 30,000 Rs. — 1000 | 
Gross total incomc 55 on Rs. 48,000 Rs. 1,0500 | 
Less: Deduction v/s. 80D as stated in example (1) 4j 8: de .. "Rs. 5,000 Кз. 5,000 
Taxable income ve .. Rs. 43,000 Rs. 100,00 | 


I.T I.T. & S.C. payable on t 


214) 
Aggregate of tax payable by the firm & partners (Rs. 10,360-- Rs. 2,600 + Rs. 21,325") Rs. 34,285 


axable income of Rs. 43,000/Rs. 1,00,100 (Refer page 211 & 


TABLE VI 
INCOME-TAX FOR FIRMS ONLY 
ASSESSMENT YEAR 1995-96° 
Accounting period: Financial year ending 31-3-1995. 
The table given hereunder may be referred for the purposes of: 
“ADVANCE TAX" payable during the financial year ending on 31-3-1995. 


FLAT RATE: INCOME-TAX @ 40%. 
Taxable Taxable Taxable Taxable 
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 
90 36 400 160 800 320 3000 1200 


100 40 500 200 900 360|| 4000 | 1600|| 8000 


Taxable 
Income! 
Rs. 


7000 


80 600 240| 1000 400| 5000 | 2000|| 9000 


| 

| 

8a. Refer footnote No. 7 on page 219. | 

! 9. The relevant table for assessment year 1994-95 is given on page 218. | 

| 10. Where the total (taxable) income of the firm includes lon 

; oa i a g-term (and not - i + 7 

i (taxable) income, as reduced by long-term capital gains, is to be computed with кат т e qus арла, та income tax оп одд 

| long-term capital gains is to be computed at the flat rate of 30% [vide section 112(1)]. The income-tax e Le. @ 40%. ern total of 
Тра ncome-tax on total (taxable) income. [as reduced by the long-term capital gai ax payable by the firm, is the sum tofs. 

=U. ukshu wan Varanasi парто се jal, aing], an thad кошечахоп long-term capital gai 
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SOCIETIES 


CO-OPERATIVE SOCIETIES! 


DEDUCTION IN RESPECT OF INCOME OF CO-OPERATIVE SOCIETIES UNDER SECTION 80P(2): 
(a) in the case of a co-operative socicty engaged in— 
(i) carrying on the business of banking or providing credit facilitics to its members, or 
(й) | a cottage industry, or 
(iii) the marketing of the agricultural produce of its members, or ^ 
(iv) the purchase of agricultural implements, seeds, live-stock or other articles intended for agriculture for the 
purposc of supplying them to its members, or 
(v) the processing, without the aid of power, of the agricultural producc of its members, or 
(vi) thc collective disposal of the labour of its members, or 
(vii) fishing or allied activities, that is to say, the catching, curing, processing, preserving, storing or marketing of fish 
or the purchase of materials and equipment in connection.therewith for the purpose of supplying them to its members, 
the whole of the amount of profits and gains of business attributable to any one or morc of such activitics: 
Provided that in the сазе of a co-operative socicty falling under sub-clause (vi), or sub-clause (vii), the rules and bye-laws of 
the society restrict the voting rights to the following classes of its members, namely:— 
‚ (1) the individuals who contribute their labour or, as.the case may be, carry on thc fishing or allied activities; 
_(2) the co-operative credit socictics which provide financial assistance to the society; 
(3) the State Government; . 
(b) in the case of a co-operative socicty, being a primary society engaged in supplying milk, oilseeds, fruits or vegetables 
raised or grown by its members to— 
: (i) а federal -co-operative society, being a socicty engaged in the business of supplying milk, oilseeds, fruits or 
vegetables, as the сазе may be; or 1C id ae 
(ii) the Government or a local authority; ог | 
(iii) a Government company as-defined in section 617 of the Companies Act, 1956, or a corporation established by or 
( under а Central, State or Provincial Act (being a company: or corporation engaged in supplying milk, oilsceds, fruits or 
vegetables, as the сазе may be, to the public), : 
the whole of the amount of profits and gains of such business; 
1» (c) in.the case of a co-operative society engaged in activities other than those specified in clause (a) or clause (b) (either 
independently of, or in addition to, all or any of the activities so specificd), so much of its profits and gains attributable to such 
activities as docs not excecd,— 1 7 Н 
(i) where such co-operative socicty is a consumers’ co-operative society, forty thousand rupees; and 
(ii) in any other.casc, twenty thousand rupecs. 
.Explanation.—In this clause, ^consumers' co-opcrative society" means a society for the benefit of the consumers; ч 
(d) in respect of any income by way of interest or dividends derived by the co-operative society from its investments with 
any other co-operative society; the whole of such income; S 
(е) in respect of any income derived by the co-operative society from the letting of godowns or warchouses for storage, 
processing or facilitating the marketing of commodities, the whole of such income; i 
(f) in the сазе of a co-Operative society, not being a housing society or an urban consumers’ society or a society carrying оп 
transport business or a society engaged in the performance of any manufacturing operations with the aid of power, where the 
s total income does not сх twenty thousand pee the amount of any income by way of interest on securities or any 
income from house property chargeable under section 22. l 


Explanation.—For the purposes of this section, an “urban consumers’ co-operative society” means a society for the benefit of the 
consumers within the lits of a municipal corporation, municipality, municipal committee, notified area committee, town area 
or cantonment. = 


EXAMPLE: The total income of a co-op. society (other than consumers’ co-op. society) for the financial year under various 
heads is as under: 


i) . Banking business TE SCENE mM Кз {5000 
à Income from cottage industry .._ .. © «> ag om ^n or oc ac ao 15,000 
(iii) Marketing of agricultural produce of its members TE ES ot E E а Rs. 10,000 
iv) Income from purchase & sale of agricultural implements toits members  .. _.. 5 á Rs. 10,000 
i Profits & gains of business =  .. ~. oc 55 35 uc .:00Ор e$. Rs. 25,000 
(vi). Interest from other co-operative society e 53 e ` IM 5z -- Rs. 10,000 
; Gross total income .; Rs. 75,000 
Less;—Deductions under section 80Р: 
i) _ Banking business: 80P(2) (a) (i) dace Le s a vis xd Va Rs. 5,000 ; р 
ii) Income from cottage industry: 80Р (2) (a) (ii) is EE e e Rs. 15,0007 
iii) Marketing of agricultural produce of its members: 80P (2) (a) (iii) a .. Rs. 10,000. ! 
(iv) Income from purchase and sale of agricultural implements 
to its meer Las (2) (a) бу) (2) 0 @ ot t 5. dndcos CODO Re 10.000. 
Profits ins of business: (2 2- s. я ре аа X 
M Interest бп other co-operative society: 80Р (2) (d) ss о с 55 Юз 10000 
Taxable income <- R 


For the text of section 10(27) refer page 184. 
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R CO-OPERATIVE SOCIETIES 


ASSESSMENT YEARS 1994-95* & 1995-96? 


INCOME 
ABOVE 
Rs. 1,00,000 


7920|73920 


с 1994-95, surcharge at the rate of 12% on Income-tax is payable where the taxable income exceeds Rs. 1,00,000. In such 


2. For assessment yea 
в is payable on the whole amount of income-tax as no marginal relief is provided in the Finance Act, 1994. However, if the taxable income does not 


su 

Rs. 1 Aree im on income-tax is not payable. 
3. While computing advance tax payable during the financial year 1994-95, 

i nce to column Nos. 10 & 14 in relation to taxable icone pee] rap pA 00000, plassa сот ne Eh 


Note. 
ains, is to be computed with reference to the above table. Income-t -term 
income-tax payable is, the sum total of the income-tax on taxable rrie ТОД ло 


for assessment year 1 


gains. 


ital 
Tania, The inco 
by the surcharge 


inca tX jy 


urcharge on I.T. is not e 1 
rg not paya m Н 


payable with refere 
: Where the taxable income consists of long-term (and not short-term) capital gains, the Income-tax on the taxable income, as reduced by long:te 
be calculated @ the flat rato of 30% [vide 


the taxable income inclusi: М 
pH dncome x © 12%. е inclusive e long-term capital gains excaeds Rs. 1,00,000, the aggregate of income-tax 
-U. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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INCOME-TAX & SURCHARGE? FOR PRIVATE AND PUBLIC LIMIT. ED COMPANIES 


ASSESSMENT YEAR 1994-95! 


Where the public Where the public are Royalties On the balance, 
аге substantially not substantially and if any, of the 
interested fees? total income 
T. LTA 17,2 
@ 50% (v 65% 
Rs. Rs. 


interested 


BRRBSRSHo | x 
588888888 


© дё O сз сз со со со со = 


1,00,000 
2,00,000 1, 
3,00,000 1, 
4,00,000 2, 
5,00,000 :2, 
| 6,00,000 3, 
| 7,00,000 З, 
i ‚00,000 4, 
320|| 9,00,000 4, 
| 10,00,000 5,00,00 
| 0 10,00,000 
| 15,00,000 15,00,000. 
| 20,00,000 20,00,000 
| 25,00,000 25,00,000 
160) | 30,00,000 30,00,000 
35,00,000 35,00,000 
120] | ‚00,000 40,00,000 ||. 
45,00,000 45,00,000 
e 50,00,000 50,00,000 
xceod ` 


. For purposes of “advance tex” payable pude fans year cien E 31-3-1995 m yen i 18908) refer 
ca tak = xi TOR. in such case, surchrge е payable for assessme 994-95, 1 сз зуна (аха ые 
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LTD. COMPANIES 
EXAMPLES 


COMPUTATION OF INCOME-TAX AND SURCH 
which the public are not 
hich the public are substantially interest 


hich the public are not substantial 


(a) a domestic company in 
(b) a domestic company in w. 
(a) Domestic company in w 


On the whole of the total income, [as redu 


EXAMPLE: (1) The total income as reduced by long-term capital gains of a domestic 


company 


Income-tax @ 5096 ош 
Income-tax @ 40% оп 


EXAMPLE: (2) The total 
company 


Incom 


Surcharge @ 1596 on incom 
Income-tax @ 4096 on total 
Surcharge @ 15% on income-tax of Rs. 4,00,000. . 


EXAMPLE: (8) The total 
financial 


in which the public are not su 


income as reduced by long-term capital gains of a domestic 


ced by long-term capital gains] 50% 
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ARGE IN THE CASES OF: 

substantially interested (closely-held company), 

cd (widely-held company). 

y interested (closely-held company): 
ASSESSMENT YEAR 


—— Ss ee 
1994-95 1995-96 
— I 
Rate of Rate. of 
I.T. S.C. LT. S.C! 


15% of LT. 40% - 15% of LT. 
ASSESSMENT YEAR 


1994-95 1995-96 
bstantially interested із. -- Rs. 40000 Rs. 400% 


total (taxable): income of Rs. 40,000 .. 32 Rs. 20,000° А. 
total (taxable) income of Rs. 40,000 Rs 


in which the public arc not substantially interested is. a0 Rs. 10,00, 


e-tax @ 50% on total (taxable) income of Rs. 10,00,000. +: Rs. 5,00,000 1 
cux of Ёз. 5,00,000.. .. <- <- Ёз. 75000 3 
(taxable) income of Rs. 10,00,000 be — Rs. 4,00,00 


g — Rs 600 
Total tax .. Ёз. 575000 Вз. 4,6000 


ASSESSMENT YEAR 1994-95: 0, 
їпсоте of a company in which the public arc not substantially interested (closely-held company) for th 
year ending on 31-3-1994 (assessment year 1994-95) is: S | 

| 


(а) COMPUTATION OF TOTAL (TAXABLE) INCOME: 


1. Income from business va 


Rs. 14,6000 


Dividend income from domestic company.. .. | Rs. _ 1,20,000 


Less: Interest on borrowings for investment in shares | 
of such company and collection charges .. Rs. 20,000 Rs. 100% 


3, Long-term capital gains on transfer of capital assets: : 
Sale proceeds [received on 10-12-1993] .. Rs — 3,395,200 | 


les. Cost of acquisition [acquired оп 10-1-1982] ^ Rs. 80,000 


Indexed cost of acquisition [vide 2nd proviso to scction 48]: ` 


Rs. 80,000 (cost of acquisition) X 244* (Cost Inflation Index of thc 


financial year of sale i.c., 1993-94) + 100° (Cost Inflation Index of 


the financial. year of acquisition i.c., 1981-82) .. Вз. — 1,95,200 Rs. 1400 


Gross total income carried over Vm DN. sa 17,000 
i i | 


5. Royalties & fees for technical services received in pursuance of : 1 
аатор алети pursu: ae an agreement made after 31st day of March, 1961/29th day of February, 196+, respectively, but before 


Royalties or fees for technical services received 


March, 1976 and approved by the 


policy, is ble to tax under section 115A at the following rates: 

On the income by way of royalty (including income by way of lump sum consideration) or fees for techni 
; ‘The imer-corporate dividends received by foreign company is liable vo income-tax at a flat rate of 25% (20% ыер: ЭШАН, rai of 30 per сом. of uch М. 
| deduction under section 80M is not allowable to foreign companies. D IL year 995.96) under section 115A of the | 


Income in respect of units, purchased 


1995-96], is liable to income-tax at 


exceeds Rs. 75,000. In such cases, 
exceed Rs. 75,000, surcharge on LT. is not payable. Surcharge on I.T. is not payable by the “Fi ign company" 


total (taxable) income does not 
8. For notification on Cost I 
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Canal agat A oe ap from an Indian concern in pursuance of an agreement made by it with the Indian concern fier 


where it relates to a matter included in the industrial policy, the agreement is in accordance vet 


in foreign currency by a foreign company, ofa Mutual Fund specified u/s.10(28D) [or of the Unit Trust of India, from assesses 


a flat rate of 25% (20%, for assessment усаг 1995-96) under section 115A of the Act. 


inflation Index, refer page 122. 


of the company consists of long-term (and not short-term) capital gai i 1 1 
ў n gains, the income-tax on th: ble income, y lont? 
to the table given on page 223/227. тасак oa ong ENA арй м км E 1 БАКЫДА O ths Income, as тану a ) 


1 


Е 


225 LTD. COMPANIES: 


EXAMPLES 
Gross total income brought over 22 Rs. 17,00,000 
Less: Deduction under Chapter VI-A on thc gross total income as reduced by long-term 
capital gains: 
Deduction under section 80M read with section 80AA (Refer page 1 186 & 201: 
М Rs. 1,00,000° (Rs. 1,20,000 less Rs. 20,000) ES . Rs.  1,00,000 
E Total (taxable) income inclusive of long-term capital gains са on 28 (А) Кз. 16,00,000 
Less: Long-term capital gains Gu vs: ЧШС be + -- (B) Rs  1,40,000 
Total (taxable) incomc аз reduced by the long-term capital gains . . oe -. (С) Rs. 14,60,000 
Т. (b) COMPUTATION OF TAX: 
| Income-tax @ 50% on Rs. 14,60,000 [Total (taxable) income as reduced by the Jong te 
E capital gains. Refer(C)] Е Rs. 7,30,000 
Ж. Add: Income-tax @ 40% on Rs. 1 340, 000 long-term capital gains [Refer (B)] Rs. 56,000 
Rs. 7,86,000 
090 Add; Surcharge @ 15% on income-tax of Rs. 7,86,000 Эре: гї а Вз. 1,17,900 
=| Income-tax and S.C. on І.Т. payable on total (taxable) income of Rs. 16,00 ‚000 [Refer (AM Rs. 9,03,900 
Уй Note: From assessment year 1993-94 and onwards, long-term capital gains will be chargeable to tax at the flat rate. For further details, refer item 7 оп page 134. 
(b) Domestic company in which the public are substantially interested (widely-held company): 
40 n ASSESSMENT YEAR 
4 { 1994-95 1995-96 
E t Rate of Rate of 
00 I.T. S.C." LT. S.C." 
00% On the whole of the total income [as reduced by long-term capital gains] 45% 15% of I.T. 40% 15% of LT. 
—| ASSESSMENT YEAR 
0,00 : 1991-95 1995-96 


EXAMPLE: (4) Тһе total income as reduced by long-term capital gains of a domestic: 
company in which the public are substantially interested is i 


Incomc-tax @ 4596/4096 on total (taxable) income of Rs. 30,000 


| EXAMPLE: (5) The total income as reduced by the long-term capital gains of a domestic 


Rs 30,000 Rs. 30,000 

Rs 
company in which the public are substantially interested is эс ac Rs. 60,00,000 Кз. 60,00,000 

Rs 

Rs 


З 13,500° Вз. 12,000° 


60,0% 
| Income-tax @ 45% on total (taxable) income of Rs. 60,00,000 . 27,00,000 – 
| Surcharge (9 15% on income-tax of Rs. 27,00,000 vs Be ] 4,05,000 — 
00,0 Income-tax @ 40% on total (taxable) income of Rs. 60,00,000  .. 5E — Rs. 24,00,000 


| Surcharge @ 15% on їпсоте-їах of Rs. 24,00,000 ce = we — Rs. 3,60,000 
| Е Total tax .. Вз. 3105000 Ез. 27,60,00 


ASSESSMENT YEAR 1991-95: fart E i 
|! EXAMPLE: (6) The total income ofa domestic company in which the public are substantially interested (i.¢., widely-held company) 
| for the financial усаг ending on 31-3-1994 (assessment ycar 1994-95) is as under: 

(а) COMPUTATION OF TOTAL (TAXABLE) INCOME: 5 , 
]. Incomc from business 5с ES ; _ Rs. = 15,30,000 


2. Dividend from domestic company Rs 1,15,000 eS 
Less: Interest on borrowings for investment in 
shares of such company & collection charges Rs. 15,000 Rs. 1,00,000 
3. Long-term capital gains on transfer of capital asscts: ; à FE 
Sale proceeds [received on:10-12-1993] . .. d Rs. —4,65,200 andis 


Less: Cost of acquisition [acquired оп 10-1-1985] Rs. 1;00;000 


Indexed cost of acquisition [vide 2nd proviso to section 48]: 
Rs. 1,00,000 (cost of acquisition) х 244!! (Cost Inflation Index of the 
financial year of sale i.c., 1993-94) + 125" (Cost Iriflation Index of the 1 : 
financial year of acquisition i.c., 1984-85) .. Rs. 1,9500 Rs. 2,700000. 


Gross total income carried over — .. — .. «. Rs. 19,00,000 


9, Since the recipient domestic company has distributed Ra: 200000 by way of dividend on or before dua date for furnishing the fturnofncome, Ra. 100000 beng ne Н 
divider is deductible u/s. 80M [For further details, refer page 201]. ost афет = 
10. Surcharge at the rate of 15% оп income-tax for the assessment years 1994-95 and 1995-96 is payable only in cases where the total (taxable) income of the “Domestic: — Р? 
* exceeds Rs. 15,000, In such cases, vciarge рау payable, on the whole amount of I.T. as there is no provision for marginal relief in the Finance Act, 1994. However, ES 

compra t) income does not exceed Вз. 25,000, surcharge on LT. is not payable, Surcharge on IT. ls not payable by the “Foreign company". 
11, For notification on Cost Infladoh Touei wBhawan Varanasi Collection. Digitized by eGangotri ыу 
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LTD. COMPANIES: 226 
ТМТ. EXAMPLES 
Gross total income brought over au 36 <. Вз. 190000 
Less: Deduction under Chapter VI A on the gross total income as reduced by long-term 


capital gains: 
Deduction under section 80M read with section 80АА (Refr, pasg 186 & 201); 


Rs. 1,00,000' (Rs. 1,15,000 less Rs. 15,000) . a $3 Rs. — 1,000 
A SPAN 

(A) Rs. 18,00,00) 
ro aa те 


а: (С) Rs 153009 


Total (taxable) income inclusive. of long-term im gains . 
Less: Long-term capital gains ; 5r Vx 
Total (taxable) incomc as reduccd by the long-tcrm capital gains: 


oo 
(b) COMPUTATION OF TAX: 
Incomce-tax ( 45% on Rs. ‘15, 30,000 US (taxable) income as reduced by the ongie 
capital gains. Refer(C)] . ..' Rs. 68859 
Add: Incomc-tax @ 40% ‘on Rs. 2, 70, 000 лает сарїшї «irs [Refer (в)]. .. Rs 10800 
Rs 7,96,500 
Rs 1,19,475 


Add: Surcharge @ 15% on income-tax of Rs. 7,96,500 ‘~: 


Income-tax and S.C. on I.T. payable on total (taxable) income of Rs. 18,00;000 [Refer (А)] Rs. 9,15,975 | 


Note: From assessment year 1993-94 and onwards, long-term capital gains will be chargeable to tax at the flat rate. For further details, refer item 7 on page 131, 


WEALTH-TAX EXAMPLE FOR COMPANY 
THE ABRIDGED BALANCE SHEET OF A & CO. LTD. AS AT 31-3-1994: 


rt 1 var = thats 


i Liabilities & capital: Assets & properties: 
* Book valuc Valuc as per 
Schedule III} 
Й Ёз. UE Rs. Rs. 
Sharc capital (paid-up) 3 ae 2 7,50,000 — Plant & Machinery 3 ^^ 1,50,000 2 
i Reserves & surplus E. T 75,000 . Factory building- “ 75,000 Н 
Secured loans (for purchase of 2s of land) 75,000 . Plot of land (Purchased in 
Sundry creditors for goods & expenses 55 1,00,000 .. Jan. 94)11 . is m 90,000 t 2,95,000 | 
Motor Саг}? ere 25,000 tf 1,0000 
Jewellerytt n.i ws 5,50,000 1112,00,000 
Sundry Debtors | «i4 12 1,00,000 t 
Cash & Bank-balances =u «5 10,000 Ы 
^ Total .. 10,00,000 E Toul oe 10,00,000 | 
Value as per Schedule III of of specified assets liable to wcalth-tax bia E А dA Rs. 15,95,00} 
| j TR Secured loans for purchase of plot of land А? ЗАЧ ОРА oe 3s »5 > x Rs. £75,000 
i ""Netwealliofthecompany ee ee у we ewe i С ir Rs 90,000 
1 _ а с T лу. . 15930, 
H ealth-taxon Rs. 15,00,000 netwealth — 11: и TETO Ni! 
} | > ‘Wealth-tax on the balance Rs. 20,000 net wealth @ flat rate соі, z | A а ; к = n m 
І Wealth-tax payable for the assessment year 1994-95 кы ЕЧ | losbivi R -m 
| i .. an ae re 5 | 


{ 
| ~ *These assets are not assets within the meaning of section 2(ca) and hence 

qucstion of valu S ise: | 

H | is 8 До, [esee to bc anled for industrial purposes for а'регїой of two uu peer af Hare ыо | 

was incurred for t c purchase of plot of land and deductible under section 2(m) of the Wealth: A 1957. 

{These assets m not hag 5 date in a business carricd^on by the’ company. up д | 

fealth-tax liability is not deducti е as a debt /s. 2 
йе on gage 3171. u/s. 2(m) vide Circular No. 663, dt. 28-9-1993 [For gist of this circular, ei 
NOTES: (1) For assessment years 1993-94 and onwards, wealth- 

ч further scale, seler ен (A) rof 05 hed в areal only on assets specified i in section 2(са). Fal 
‘or assessment year 1993-94 and onwards, net wealth exceed 

| Ü Ot 1% of the amount by which the net wealth exceeds Rs. Ee eU пазе еам @ Па! z 

| { 


_12. Since thc recipient domestic company has distributed Rs. 2,00,000 bv of dividend 
dividend is deductible de s. BOM [For further details, refer page 201]. EY оп or beforc due date of furnishing the rerum of income, Rs. 1 po. vee 


n 
n" 
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227 LTD. COMPANIES 
A. Y. 1995-96" 


INCOME-TAX & SURCHARGE“ FOR PRIVATE AND PUBLIC LIMITED COMPANIES 
ASSESSMENT YEAR 1995-96" 


(For payment of "Advance tax" during the financial year ending on 31-3-1995) 
j DOMESTIC COMPANY ` FOREIGN COMPANY 
(Where the public are substantial Royaltles and On the balance, if any, 
interested or not i.e. Private & Public) fees'® of the total Income 


LT. @ 40% LT. © 50%'* LT. © 55%“ 
Rs. Rs. Rs. Р. 
4.60 
20 


Taxable 
Income" 


Rs. 


5.50 


8538588855 
SBBRBanNon 


1,20 1,388,000 
1,60 1,84,000 
2,00 2,30,000 
2.40 2,76,000 
2,80 3,22,000 
3,20 3,68,000 
3,60 4,14,000 
4,00 4,60,000 
1,20,000 9,20,000 
1,80,000 13,80,000 
2,40,000 18,40,000 
3,00,000 . 23,00,000 
3,60,000 27,60,000 
4,20,000 000 
4,80,000 
5,40,000 
6,00,000 


13. The table for the assessment year 1994-95 Is given on page 223. 


14. Surcharge at the rate of 15% on Income-tax Is payable, for assessment year 1995-06, in cases where the total (taxable) income of the “Domestic Company" exceeds Re. 75.000. 
In such cases, surcharge is payable on the whole amount of income-tax as there is no provision for marginal relief In the Finance Act, 1994. However, if the total (taxable) income does not 
Rs. 75,000, surcharge on income-tax is not payable. Surcharge on income-tax is not payable by a foreign company. 

15. Refer footnote Мо, 6 on page 224. 


18. Refer footnote No. 5 on(páge 22d /lumukshu Bhawan Varanasi Collection. Digitized by eGangotri tS s Жы 
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WEALTH-TAX 228 
RATES 


WEALTH-TAX 
CHARGE OF WEALTH-TAX 
(A) Assessment years 1993-94 & 1994-95: 


Sub-section (2) of section 3 of the Weal 


assessec being: 
Rate of wealth-tax 


(a) an individual or a Hindu undivided family: 
(1) where the net wealth does not exceed Nil; 
Rs. 15,00,000 
(2) where the net wealth exceeds Rs. 15,00,000 
Rs. 15,00,000. 
(b) a company: 
(1) where the net wealth does not exceed Nil; 
Rs. 15,00,000 


(2) where the net wealth exceeds Rs. 15,00,000 ~ 1% of the amount by which the net wealth exceeds. 


Rs. 15,00,000. 


(B) Upto assessment year 1992-93: 
Sub-section (1) of section 3 of the Wealth-tax Act provides that wealth-tax is to be charged in respect of net 


th-tax Act provides that wealth-tax is to be charged in the case of an ' 


1% of the amount by which the net wealth exceeds | 


wealth of every individual and Hindu undivided family at the rate or rates specified in Schedule I to the Wealth-tax Act. | 
For the rates of wealth-tax applicable in relation to assessment years 1991-92 & 1992-93, refer the техс о Schedule I on | 


page 200 of I.T.R.R. 1992-93 [54th Year of Publication]. . 

Sub-section (1) of section 40 of the Finance Act, 1983 provides that wealth-tax is to be charged in respect of net 
wealth of every company, not being a company in which the public are substantially interested, at the rate of 2% of such 
net wealth. : 
RULES FOR VALUATION OF ASSETS 

SCHEDULE III 
[See section 7(1)] 
RULES FOR DETERMINING THE VALUE OF ASSETS 
PART A: General 
І. Value of assets how to be determined. Тһе valuc of any asset, other than cash, for the purposes of this Act, shall be 
determined in thc manncr laid down in these rules. 


2. Definitions. In this Schedule, unless the context otherwise requires, — 


(1) "accounting ycar" in relation to a company means a period in respect of which any profit and loss account of the | 


company laid before it in the annual general meeting is made up; 


(2) “debenture” includes debenture stock, bonds and any other securities of a company, whether constituting a charge on. | 


the assets of the company or not; 
(3) "equity share" means any share in the share capital of a company other than a preference share; 


d (4) : оч пена gold, including its alloy, whether virgin, melted, remelted, wrought or unwrought, in any shape or form 
ade ni Wo ess than nine carats and includes any gold coin (whether legal tender ог not), any gold ornament and other 
(5) "gold ornament" means any article in a finished form, meant for personal esu or fc i 
` - S 3 , the ad Гапу idol 
Hey 5 n otier objector religious worship, made of, or manufactured from gold, whether or R linen een | 
af c cial, у pearis, real, cultured or imitation, or with all ог any of them and includes parts, pendants or broken picces 
(6) "investment company” means a company whose gross total income consists mainly of i ich i 
3 “ le to 
income-tax under the heads “Income from house property", “Capital gains" and “In ЭСЕ = e chargeable 

Explanation.—In thi ion “ i " $ : RD n 

Е Аар yos n this clause, the expression “gross total income" shall have the meaning assigned to it in section 80B of 
(7) “jewellery” includes— 

(a) ornaments made of gold, silver, platinum or any other precious metal or any 
precious metals, whether or not containing any precious or semi-precious stones, and 
any wearing apparel; d 

b) precious or semi-preci c 1 ; b. s 
into б, P pad: precious stones, whether or not set in any furniture, utensils or other article or worked or sew? 


“ 37 h: thi = т ee ti x 
(8) "preference shapes наз (е ттеапіпа Valores Colon Donee hs Cempanirr Act, 1956; - 


alloy containing one or morc of such 


whether or not worked or sewn into 


| 
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(9) "quoted share” or “quoted debenture” 


debenture зіп relation to an equity share or a preference share or, as the case may be, а 


lure, means a share or debenture quoted on any recognised stock exchange with regularity from time to time, where the 
quotations of such shares or debentures arc based on current transactions made in the ordinary course of business. 


Explanation.—Wherc any question arises whether a share or debenture is a “quoted share” or a “quoted debenture” 


" within the meaning of this clause, a certificate to that effect furnished by dic concerned stock exchange in the prescribed form 
shall be accepted as conclusive; 


(10) “recognised stock exchange” has the meaning assigned to it in clause (/) of section 2 of the Securities Contracts 
(Regulation) Act, 1956; 


(11) “unquoted share” or “unquoted debenture”, in relation to an equity share or a preference share or, as the case may 
be, a debenture, means a share or debenture which is not а quoted share or a quoted debenture. 


PART B: Immovable Property 


ls . 3. Valuation of immovable property. Subject to the provisions of rules 4, 5, 6, 7 and 8, for the purposes of sub-section (1) of 
section 7, the value of any immovable property, being a building or land appurtenant thereto, or part thercof, shall be the amount 
arrived at by multiplying thc nct maintainable rent by the figure 12.5: 
i рома that in relation to any such property which is constructed on leaschold land, this rule shall have effect as if for the 
igure 12.5,— . 
(a) where the unexpircd period of the lease of such land is fifty years or more, the figure 10.0 had been substituted; and 
ds | (b) where the unexpired period of the leasc of such land is less than fifty years, the figure 8.0 had been substituted: 
| Provided further that where such property is acquired or construction of which is completed after the 31st day of March, 
1974, if the value so arrived at is lower than the cost of acquisition or the cost of construction, as increased, in either case, by the 
cost of any improvement to the property, the cost of acquisition or, as the case may be, the cost of construction, as so increased, 
d shall be taken to be the value of the property under this rule: Р 
c Provided also that the provisions of the second proviso shall not apply for determining the valuc of one house belonging to 
* the assessce, where such house is acquired or the construction whereof is completed after the 31st day of March, 1974, and the 
Do house is exclusively used by the assessce for his own residential purposes throughout the period of twelve months immediately 
preceding the valuation date and the cost of acquisition or, as the case may be, the cost of construction, as increased, in either 
let case, by the cost of any improvement to the house, does not exceed, — 
ch (a) if the house is situate at Bombay, Calcutta, Delhi or Madras, fifty lakh rupees; 
А (b) if the һоизе is situate at any other place, twenty-five lakh rupecs: 
Provided also that where morc than опе house belonging to the аззеззсе is exclusively used by him for residential purposes, 
| the provisions of the third proviso shall apply only in respect of onc of such houses which the assessce may, at his option, specify 
| _ in this behalf. х 
- 4. Net maintainable rent how to be computed. For the purposes of rule 3, "net maintainable rent” in relation to an 
immovable property referred to in that rule, shall be the amount of gross maintainable rent as reduced by,— 
| (1): Че amount of taxes levied by any local authority in respect of the property; and 
be | (ii) а sum equal to fifteen per cent. of the gross maintainable rent. | 
| 5. Gross maintainable rent how to be computed. For the purposes of rule 4, “gross maintainable rent”, in relation to any 
immovable property referred to in rule 3, mcans— : а 
the (i) where the property is let, the amount received or receivable by the owner as annual rent ог the annual value assessed E 
| by the local authority in whose area the property is situated for the purposes of levy of property tax or any other tax on the basis 
| of such assessment, whichever is higher; 3 
o (ii) where the property is not let, the amount of annual rent assessed by the local authority in whose area the property is 
| situated for the purpose of levy of property tax or any other tax on the basis of such assessment, or, if there is no such assessment 
| ог the property is situated outside the arca of any local authority the amount which the owner can reasonably be expected to 
ym | receive as annual rent had such property been let. 
her | Explanation —In this rule,— 
(1) “annual rent” means,— ' . 
dol, | (a) where the property is let throughout the year ending on the valuation date (hereinafter referred to as “previous 
real | year”), the actual rent received or receivable by the owner in respect of such year; 
sof | , (0) where the property is let for only a part of the previous усаг, the amountwhich bears the same proportion to the 
| amount of actual rent received or receivable by the owner for the period for which the property is let as the period of twelve 
cto | months bears to the number of months (including part ofa month) during which the property is let during the previous 
i year: - : 5 
Bol | Provided that in the following cases, such actual rent under sub-clauses: (a) and (6) shall be increased in the manner 
specified below:— U EC 
(i) where the property is in the occupation of a tenant and taxes levicd by any local authority in respect of the 
uch | property are borne wholly or partly by the tenant, by the amount of the taxes so borne by the tenant; тең id E 
into | T (ii) where the property is in the occupation ofa tenant and expenditure on repairs in respect of the property is born: 


ginapi 


(iii) where the owner һаз ассср‹са any amount as deposit (not being advance payment towards rent for : 


three months огде), Ny he meom НА at the ret of 1S pes en pex annum op the amount of deposit outst 


‚ by the tenant, by one-ninth of the actual rent; - ' : 
- | 


* 
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from month to month, for the number of months (excluding part of a month) during which such Hue was held by the 
owner in the previous year, and if the owner is liable to pay interest on such deposit; the increase to be made under this 
clause shall be limited to the sum by which the amount calculated as aforesaid exceeds the A M paid; 
Ў Pi i ку i i i i leasing of 
iv) where the owner has received any amount by way of premium or otherwise as cons! Crauon ог g of the 
БОКСУ ог any modification of the terms of the lease, by the amount obtained by dividing the premium or other amount by 
the number of years of the period of the lease; Es on = : 
(с) where the owner derives апу bencfit or perquisite, whether convertible into moncy or not, as consideration for 
leasing of the property or any modification of the terms of the lease, by the value of such benefit or perquisite; 

(2) “rent received or receivable” shall include all payments for the usc of the property, by whatever пате called, the value 
of all benefits or perquisites whether convertible into moncy or not, obtained from a tenant or occupicr of the property and any 
sum paid by a tenant or occupier of the property in respect of any obligation which, but for such payment, would have been 
payable by the owner. . T 
6. Adjustments to value arrived at under rule 3, for unbuilt area of plot of land. Where the unbuilt area of the plot of 

land on which the property referred to in rule 3 is constructed exceeds the specified area, the value arrived at in accordance with the 
provisions of rule 3 shall be increased by an amount calculated in the following manner, namely:— 

(a) where the difference between the unbuilt area and the specified area exceeds five per cent. but does not exceed ten рег | 
cent. of the aggregate area, by an amount equal to twenty per cent. of such value; : 

(b) where the difference between thc unbuilt area and the specified arca exceeds ten per cent. but does not excced fifteen 
per cent. of the aggregate area by an amount equal to thirty per cent. of such value; : 

(c) where the difference between the unbuilt area and the specified area exceeds. fifteen per cent. but does not exceed 
twenty per cent. of the aggregate arca by an amount equal to forty per cent. of such valuc. 

Explanation.—For the purposes of this rule and rule 6,— 
(a) "aggregate area", in relation to the plot of land on which the property is constructed, mcans the aggregate of the area 
on which thc property is constructed and thc unbuilt arca; 
(b) "specified arca", in relation to the plot of land on which the property is constructed, mcans— 
(i) where the property is situate at Bombay, Calcutta, Delhi or Madras, sixty per cent, of the aggregate arca; 
(ii) where the property is situate at Agra, Ahmedabad, Allahabad, Amritsar, Bangalore, Bhopal, Cochin, Hyderabad, 
Indore, Jabalpur, Jamshedpur, Kanpur, Lucknow, Ludhiana, Madurai, Nagpur, Patna, Punc, Salem, Sholapur, Srinagar, | 
Surat, Tiruchirapalli, Trivandrum, Vadodara (Baroda) or Varanasi (Banaras), sixty-five per cent. of the aggregate area; | 
and к 
(iii) where the property is situate at any other place, seventy per cent. of the aggregate arca: 

Provided that where, under any law for the time being in force, the minimum arca of the plot of land required to be kept as 
open space for the enjoyment of the property exceeds the specified area, such minimum area shall be deemed to be the specified 
area; tvi | 
(c). “unbuilt area”, in relation to the aggregate area of the plot of land on which the property is constructed, means that. | 

part of such aggregate arca on which no building has been erected. ; M | 

7. Adjustment for unearned increase in the value of the land., Where the property is constructed on land obtained on | 
lease from the Government, a local authority or any authority referred to in clause (204) of section 10 of the Income-tax Act, and the 
Government or any such authority is, under the terms of the lease, entitled to claim and recover a specified part of the uncarned increase | 
in the value of the land at the time of the transfer of the property, the valuc of such property as determined under rule 3 shall be reduced 
by the amount so liable to be claimed and recovered or by an amount equal to fifty per cent. of the value of the property as 30. ; 
determined, whichever is less, as if the property had been transferred on the valuation date. 

Explanation.—For the purposc of this rule, “uncarned increase” means the difference between the val 

е ` > ue of such land on the | 
valuation date as determined by the Government or such authority for the purpose of calculating such increase and the amount ofthe | 
premium paid or payable to thc Government or such authority for the lease of the land. : 


8. Rule 3 not to apply in certain cases. Nothing contained in rule 3 shall apply,— 


(а) where, having regard to the facts and circumstances of the case, the Assessing Officer, with 1 1 ге | 
Deputy Commissioner, is of opinion that it їз not practicable to apply the provisions of the said us ©, Seer | 


(b) where the difference between the unbuilt arca and the specified area exceeds twenty per cent. of the aggregate area; OF | 
(c) where the property is constructed on leaschold land and the leasc expires withi 1 i | 
У C ears 
from the relevant valuation date and the deed of lease docs not give an Gator to the аа for | fc пот Pe uf qp у | 
. еб 1 М * hi а H d 
sedan. апу case referred to in clause (a) or clause (5) or clause (c), the value.of the property shall be determined in the manner laid down | 
PART C: Shares in or debentures of companies | 


Part C of Schedule III. (containing rules 9 to 13) are omitted w.e.f. 1-4-1993 by the Fi 5 ; 
pp. 202-204 of LT-R-R. 1992-98 [54th Year of Publication]. D the Finance Aet, 1992. For the text àf Rules 9 0 18, f 


PART D: Assets of business 


14. Global valuation of assets of business. (J) Where the assessce is carryin E | 
maintained by him regularly, the net value of the assets of the business as a whole; having EI S EE x ME M а 
. on the valuation date after adjustments specified in sub-rule (2) shall be taken as the valuc of such assets for thes ur ne a this Act- 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri ues: ў 
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(2) For the purposes of sub-rule (1, — 
(a) the value of any asset as disclosed іп the balance-sheet shall be taken to be,— . 
(i): in the case of an asset on which depreciation is admissible, its written-down valuc; 
(ü) in the сазе of an asset on which no depreciation is admissible, its book value; 
(ш) in the casc of closing stock, its value adopted for the pu 
previous ycar relevant to the corresponding assessment year; — ' 


(b) where the value of any of the assets referred to in clause (a), determined in accordance with the provisions of this 
Schedule as applicable.to that particular asset or if there are no such provisions, determined in accordance with rule 20 exceeds 


е valu arrived at in accordance with clause (a) by more than 20 per cent. then the higher valuc shall be taken ta be the valuc of 
that asset; 


poses of assessment under the Income-tax Act for the 


(c) thc value of an asset not disclosed in the balance-shect, 
the provisions of this Schedule as applicable to that asset; 


(d) the value of the following assets which are disclosed in the balancc-shcet shall not be taken into account; namely: — 
'(i) any amount paid as advance tax under the Income-tax Act; ise oe 


(ii) the debt duc to the assessce according to the balance-sheet or part thereof which has been allowed as a deduction 
under clause (vii) of sub-section (1) of section 36 of the Income-tax Act, for the purposes of assessment for the previous year 
relevant to the corresponding assessment усаг under that Act; 


(iii) the value of any asset in respect of which wealth-tax is not payable under this Act; ae : ee 
(iv) any amount shown in the balancc-shect including the debit balance in the profit and loss account or profit and loss 


shall be taken to be the value determined in accordance with 


appropriation account which docs not represent the value of any assct; 
(v) any asset shown in the balance-sheet not really pertaining to ‘the business; ^ | *”* ee 
„ (e) the following amounts shown, as liabilities in the balance-sheet shall not be.taken into account, namely:— 
(i) capital employed in the business other than that attributable to borrowed тїопеу;› «1: 
(ii) reserves by whatever name called; гип ; 
(ii) any provision made for meeting any future or contingent liability; - 2191 эй 
(iv) ‘any liability shown in the balance-sheet not really pertaining to the büsiness; + ' 
(v) any debt owed by the asscssec to the extent to, which it has been specifically utilised for acquiring an asset in 
respect of which wealth-tax is not payable under this Act: : uuo D: 
Provided that where it is not possible to calculate the amount of debt so utilised, it shall be taken às the amount which bears 


the same proportion to the total of the debts owed by the assessee as the value of that asset bears to the total value of thé assets of 
the business. ley att E e Д A ; 


Explanation = Provision’ for any purpose other than taxation shall’ be treated as a reserve. ' 


рар гау › 
Ж ibé vt 
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pic КЕМ "PART E; Interest in firm or association of persons’ ийе odi o Жа ACH 
15. Valuation of interest in firm or association of persons. .. The valuc of thc interest of a person in a-firm of which he is a 
partner or in an association of persons of which he is а member shall Бе determined in the manner provided їй rule 16. 
16. Computation of net wealth of the firm or association and its allocation amongst the partners or members. The net 
wealth of the firm or.association of persons on the valuation date shall first be;determined аз if'it were the аззеззес and, thereafter;— 


(i) that portion of the net wealth of the firm or association as is equal to the amount of its capital shall be allocated among 
the partners or members in the proportion in which capital has been contributed by them; - 


(ii) the residuc of the net wealth of the firm or association, shall be allocated amongst the partners or members in Р 
accordance with the agreement of partnership or association for the distribution of assets in the cvent of dissolution of the firm or 
“association or, in the absence of such agreement, in the proportion in which the partnéts'ór members ашаа 
and am sum total of amounts so allocated to a partner or member under clause (i) and ‘clause (ii) shall be treated as the value of the 
interest of that partner or member'in the firm or association: — Ra : j v ar gc А x сайгын 
'— "Provided that in determining the net wealth of the firm or association for the purpose of this rule, no account shall be taken of the 
exemptions in sub-sections (1) and (14) of section 5. 2 aves 
Explanation. — For the purposes of this rulc; — 4 пераа dass i к күбен АЛ, 
(a) where the net wealth of the firm or association computed in accordance with this rule includes the value of any assets 
located outside India, the value of the interest of any partner or member in the assets located in India shall be determined having 
: sregard to the proportion which the value of'assers located in'India diminished by the debts relating to: those assets. рез ю the 
net wealth of the firm or association; ~~ pi ened Бариде ЕЕ азад, Р еен . 2 m түз ми nun 
| vealth of the firm ór association compüted in accordance with this rule includes the value of any assets _ 
SER Yee rte cae in the net wealth under sub-scctions (1) and (14) of section 5, the value of the interest ofa: 
partner or member shall be deemed to include the value of his proportionate share in the said assets, and the provisions of 
sub-sections (7) and (IA) of section 5 shall apply to him accordingly; А ene 5: 
(с) where the net wealth of the firm or association computed in accordance with this rule includes the value of any assets. 
referred to in sub-section (2) of section 5, the value of the interest ofa partner or member shall be deemed to include the value of. 


5 : ; i nd the provisions of sub-section (2) of section 5 shall apply to him accordingly 
his proportionate share п qh сырдын aranasi Collection. Digitized by eGangotri pply ; nely 


^ i 
TD in aulne sd mad 3i 


WEALTH-TAX 232 , 
RULES FOR VALUATION 


PART F: Life interest 


17. Valuation of life interest. (1) For the purposes of sub-section (1) of section 7, the value of the life zie of an € rhe en 5 by multi plying & 

і ife i ion -L minus 1; where *Р' represents the annual premiu, e life in: 2 
average annual income that accrued to the assessec from the life interest by the fraction тч pcm E RM e atis sura | 
Tei 


profits on the life of the life tenant for unit sum assured as specified in the Appendix to these rules 
Explanotion —In this rule,— : 
(a) “life tenant" means a person for the duration of whose life the life interest is to subsist, je 
(0) "average annual income" means the average of the gross income derived by the аззеззес from the life in 
date, reduced by the average of the expenses incurred on the collection of such income in each of those years: 
Provided that the amount of the reduction for such expenses shall, in no case, exceed five per cent. of the average ое annual gross income: | 
Provided further that їп case the income so derived is for a period exceeding three years, only that income derived during the three years ending on the valuaticg 
date shall be taken into account; 
(cj. the rate of interest shall be 6V per cent. per annum. 
Notwithstanding anything contained in sub-rule (1),— ‹ А зазоре 
2 (а) deum S if he is 0 that in the сазе of the life tenant, а life insurance company would not take the risk of insuring his life at the norma] 
premium rates in force but would demand a higher premium, vary the valuation suitably; à 
(b) the value of the life interest so determined shall, in no case, exceed the value as on the valuation date as determined under this Schedule, of the corpus of the uu 
from which the life interest is derived. | 


terest during each year of the period ending on the Valuaticg 


: PART G: Jewellery > 
18. Valuation of jewellery. (/) The valuc of the jewellery shall be estimated to be the price which it would fetch if sold in 


the open market on the valuation date (hereafter in this rule referred to as fair market valuc). | 
(2) The return of net wealth furnished by the аззеззес shall be supported by,— 
(1) a statement in the prescribed form, where the value of the jewellery on the valuation date docs not exceed rupees 
five lakhs; x 
(а) a report of a registered valuer in the prescribed form, where the value of the jewellery on the valuation date | 
exceeds rupees five lakhs. ; 
(3) Notwithstanding anyting mentioned in sub-rule (2), the Assessing Officer: may, if he is of opinion, that the value of the! 
jewellery declared in the return,— T | 
(a) isless than its fair market value by such percentage or such amount as is prescribed under sub-clause (i) of clause (b) d 
sub-section (J) of section 16A; | 


(b) is less than its fair market value as referred to in clause (a) of sub-section (1) of section 16A, | 
he may refer the valuation of such jewellery to a Valuation Officer under sub-section (J) of the said section and the valuc of sud; 
jewellery shall be the fair market value as estimated by the Valuation Officer. | 


19. Adjustment in value of jewellery for subsequent assessment years. The valuc of any jewellery determined in| 
accordance with sub-rule (3) of rule 18 for any assessment ycar (hereinafter referred to as the first assessment year), shall be taken to be) 
the value of such jewellery for the subsequent four assessment years, subject to the following adjustments, namely:— 


(а) where the jewellery includes gold or silver or any alloy containing gold or silver, the value of such gold or silver or such) 
alloy as on the valuation date relevant to the concerned subsequent assessment year shall be substituted for the value of such 
gold or silver or alloy on the valuation date relevant to the first assessment year; u 5072 1 | 


7 (b) where any jewellery or part of jewellery is sold or otherwisc disposed of by the assessce, or any jewellery or part d; 
jewellery is acquired by him, on or before the valuation date relevant to the coricerned subsequent year, the value of the jewellery, 
determined for the first assessment year shall be reduced or increased, as the case may be, and the value as so reduced 9. 
increased shall be the value of the jewellery for such subsequent assessment year.: | 


| 
i 


€ 3 "PART Н: Residuary i | 
20. Valuation of assets in other cases. (/) The value of any asset, other than cash, being an asset which is not covered b 


rules 3 to 19, for the purposes of this Act, shall be estimated to be the price which, in the opini i i ад) 
if sold in the open market on the valuation date. Р ‚їп the opinion of the Assessing Officer, it would fe) 


(2) Notwithstanding anything contained in sub-rule (1), where the valuation of any asset referred to i -rule i referred! 
by the Assessing Officer to the Valuation Officer under section 16A, the value of such e shall be eximere ue Зр Denn is 
the opinion of the Valuation Officer, it would fetch if sold in the open market on the valuation date, “АЕ | 

(3) Where the value of any asset cannot be estimated under this rule because it is not sal 
shall be determined in accordance with such guidelines or principles as may be specified by the 
special order.: X : i 


cable in the open market, the valtti 
Board from time to time by general% 
For the removal of doubts, it is hereby deciard | 
nsferred to any person under the terms of a dedi 
be ignored for the purposes of determining Y 

en market on the valuation date.. 


21. Restrictive covenants to be ignored in determining market value. 

that the price or other consideration for which any property may be acquired by or tra 
ofttrust or through or under any restrictive covenant in any instrument of transfer shall 
any provision of this Schedule, the price such property would fetch if sold in the ope 


tise Xnteqoitq za 
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_Exemptions in respect of certain assets.— Wealth- 
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(ii) 
(iii) 


(iv) 


(v) 


(vi) 
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EXEMPTIONS UNDER THE WEALTH-TAX ACT 
ASSESSMENT YEARS 1993-94 to 1995-96; 
Section 5 of the Wealth-tax Áct 


tax shall not be payable by an assessee in respect of the 


the net wealth of the assessec— 


any property held by him under trust or other legal obligation for any public purpose of a charitable or 
religious nature in India: 


Provided that nothing contained in this clause shall apply to any property forming part of any business, 

not being a business referred to in clause (a) or clause (b) ofsub-section (4A) of section 11 of the Income-tax 

Act in respect of which separate books of account are maintained or a business carried on by an institution, 

fnd or trust referred to in clause (22) or clause (22A) or clause (23B) or clause (23C) of section 10 of that 
ct; ч 


Ше ан of the аззеззее іп the coparcenary property of any Hindu undivided family of which he is a 
member; 

any one building in the occupation of a Ruler, being a building which immediately before the commence- 
ment of the Constitution (Twenty-sixth Amendment) Act, 1971, was his official residence by virtue of a 
declaration by the Central Government under paragraph 13 of the Merged States (Taxation Concessions) 
Order, 1949, or paragraph 15 of the Part B States (Taxation Concessions) Order, 1950; 

jewellery in the possession of any Ruler, not being his personal property, which has been recognised before 
the commencement of this Act, by the Central Government as his heirloom or, where no such recognition 
exists, which the Board may, subject to any rules that may be made by the Central Government in this 
behalf, recognise as his heirloom at the time of his first assessment to wealth-tax under this Act: 

Provided that in the case of jewellery recognised by the Central Government as aforesaid, such 
recognition shall be subject to the following conditions, namely:— 

(i) that the jewellery shall be permanently kept in India and shall not be removed outside India 

except for a purpose and period approved by the Board; 

(ii) that reasonable steps shall be taken for keeping the jewellery substantially in its original shape; 

(iii) that reasonable facilities shall be allowed to any officer of Government authorised by the Board in 

this behalf to examine the jewellery as and when necessary; and 

(iv) that if any of the conditions hereinbefore specified is not being duly fulfilled, the Board may, for 

reasons to be recorded in writing, withdraw the recognition retrospectively with effect from the 
date of commencement of clause (b) of section 5 of the Rulers of Indian States (Abolition of 
Privileges) Act, 1972, and in such a case, wealth-tax shall become payable by the Ruler for а һе 
assessment years after such commencement for which the jewellery was exempted on account of 
the recognition. : 

Explanation.—For the purposes of clause (iv) of the foregoing proviso, the fair market value of any 
jewellery on the date of withdrawal of the recognition in respect thereof shall be deemed to be the fair 
market value of such jewellery on each successive valuation date relevant for the assessment years referred 
to in the said proviso: + 

Provided further that the aggregate amount of wealth-tax payable in respect of any jewellery under 
clause (iv) of the foregoing proviso for all the assessment years referred to therein shall not in any сазе 
exceed fifty per cent. of its fair market value on the valuation date relevant for the assessment year in which 
recognition was withdrawn; ; с-н 
in the case of an assessee, being a person of Indian origin or a citizen of India (hereafter in this clause 
referred to as such person) who was ordinarily residing in a foreign country and who, on leaving such 
country, has returned to India with the intention of permanently residing therein, moneys and the value of 
assets brought by him into India and the value of the assets acquired by him out of such moneys within one 
year immediately preceding the date of his return; and at any time thereafter: s 

Provided that this exemption shall apply only for a period of Seven successive assessment years 
commencing with the assessment year next following the date on which such person returned to India. 

Explanation 1.—A person shall be deemed to be of Indian origin if he, or either of his parents or any of 
his grandparents, was born in undivided India; | . | : 

Explanation 2.—For the removal of doubts, it is hereby declared that moneys standing to the credit of 
such person in a Non-resident (External) Account in any bank in India in accordance with the Foreign 
Exchange Regulation Act, 1973, and any rules made thereunder, on the date of his return to India, shall be 
deemed to be moneys brought by him into India on that date; X : ee 
one house or part of a house belonging to an individual or a Hindu undivided family (wel assessment year — 
1994-95 and onwards). E 
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EXEMPTIONS UNDER THE WEALTH-TAX ACT 
ASSESSMENT YEAR: 1992-937 
Section 5 of the Wealth-tax Act 


Exemptions in respect of certain assets.—(1) Subject to the provisions of sub-section (1A), wealth-tax shall not be Payable by 


an assessec in respect of the following assets, and such asscts shall not be includ 


à (i) 


(i) 
Gi 


(iv) 
(iva) & (ivb) 
(ivc) 


(v) 


(м) 


(х) 


—— 


` ghe tools, 


cum in connection with the processing of any agricultural produce o 


са in the nct wealth of thc assessee—: 


any property held by him under trust or other legal obligation for any public purpose of a charitable or religioy, | 
nature in India: 2 i : 

Provided that nothing contained in this clause shall apply to any property forming’ part of any business, not being | 
a business referred to in clause (a) or clause (b) of sub-section (4A) of section ll oft ic: Incomce-tax Act in respect ў 
which separate books of account are maintained or a business carried on by an instituuon, fund or trust referred toin 
clause (22) or clause (22A) or clause (23B) or clause (23C) of section 10 of that Act; 


the interest of the assessee in the coparcenary property of any Hindu undivided family of which he is a member, 


ilding in the jon of a Ruler, being a building which immediately before the commencement of the Constitution (Twenty-si 
алу опе building із е eo eem seaidence by viride of a declaration by tbe Central Government under paragraph 13 of the Merged States (Таа | 
en] Order, 1919, or paragraph 15 of the Part B States (Taxation Concessions) Order, 1950; | 


one house or part of a house belonging to the assessec; 

these clauses are omitted with effect from 1-4-1983; | 
onc or тоге dwelling units (cach such dwelling unit having а plinth area not exceeding cighty square metres) and the | 
land appurtenant thereto, belonging to the assessec, where the construction of such dwelling unit or units is begun on 
or after the Ist day of April, 1976: - ‘ 


Provided that this exemption shall apply in respect of any dwelling unit ог units and the land appurtenant 
thercto only for a period of five successive assessment years next following the date on which the construction of such | 


. dwelling unit or units is completed. t | 


Explanation.—For thc purposes of this clause,— | : 
(а) "dwelling unit” means a unit of accommodation used solely for the, purpose of residence; 
(b) “land appurtenant”, in relation to any dwelling unit or units comprising a building, mcans,— 

(i) in an area where there is any law in force providing for the minimum extent of land contiguous to the | 
land occupiéd by any building to be Керї аз open space for the enjoyment of such building, the 
minimum extent of land contiguous to the land occupied by the building comprising such dwelling unit | 
ot units required to be kept as open space under such Іам; : } | 

(ii) in any other area, an extent of land not exceeding one-third of the plinth arca of the building comprising | 
the dwelling unit or units at the ground level contiguous to the fand occupied by such building; | 

the rights under any patent or copyright belonging to the assessce: А : | 
Provided that they are held by him in his own right as the inventor or author of such patent or copyright, as the 
казе тау. Бе; and have not been assigned to; or acquired by, him under a contract or by way of inheritance or | 
the right or interest of the аззеззее in any policy of in before th ici | 
es Uie нне | у policy of i "peus ore s е moneys covered by the policies become due | 
_ Provided that in the case of a policy of insurance the premium or other t wh i le during | 
period of less than ten years, the amount that shall not Бе included in the net ЖАКО не шы edi this. "io 
shall be a sum that bears to the value of the right or interest of the assessec in the policy the same proportion as the | 
number of years during which the premium or other payment on the policy is payable bears to ten; 
the pant ef ma CURIE A roe any annuity payable by the Central Government under the provisions of section | 
the right of the аззеззее to receive a pension or other life annuity in res of past i Es 
г ) 1 pect of past services under an employer; 
furniture, houschold utensils, wearing apparel, provisi icles’ inter | 
rep Кн манат sc iens ч appa bosco and other articles intended for the personal or household | 
Provided that the furniture, utensils or other articles are neither mad holly i | 
byiwayictiembedding cover : ; с е wholly or partly of, nor contain (whether | 
RE one or Sie e оше»), gold, silver, platinum or any other precious metal or any alloy | 
Provided further that nothing in this clause shall о o excl 
' perate,to exclude from the net wealth of the аззеззсе any | 
aha hal оаа to the extent the value or the aggregate value thereof excecds the sum of seventy-five | 
Explanation 1.—For the purposes of this clause and clause (xiii), “jewellery” includes— | 


(a) ornaments made of gold, silver,'platinum с : ; иши т, | 
аа огра ; Silver,‘platinum or апу other precious metal or any alloy containing one or more of j 


i 


(b) precious or semi-precious stones, whether or not set in any furniture, utensil едан КЕ. | 


| 


Ех, ji — H [3 e Ц 2 
planation 2.—For the ue of this clause, conveyance” means any motor car or other mechanically | 


propelled vehicle, aircraft ог 
T » i ч, a С Су H . $ - 
or harvesting be ha аяту е by the assessee for ay cultivar, Conservation, improvement ог maintenance of agricultural land, ог for 0 | 
—For the creasing of ony ан оріс and equi ces indude any plant or machinery sed tn tea or O | 
the tools and instruments: necessary to «айел аан min PECL j p" 
maximum of fifty thousand rupecs in value; апу on his profession ‘or vocation, subject t0 * 


2 For exemptions under section 5, in relation to assessment year 1993-94 and yah ju 
1 


бани д 
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(ха) 
(хї) 

(xii) 
(xiii) 


(xiv) 


(xv) 


(xvi) 


(xvia) 
(xvib) 
(xvic) 


(xvica) 


(xvid) 


(xvie) 


(xviib) 
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in the case of an assessec who is саггуіп i i i ineeri i i 
Ñ g on a profession (being legal, medical, engineering or architectural profession 
ое profession of accountancy or such other profession as sentinel by the Central Government in this behalf) and 
who regularly maintains books ‘of account on thc cash system of accounting, the amount of any fec due to him in 
respect of the services rendered by him in such professional capacity; 

instruments and other apparatus used by the assessee for purposes of scientific rescarch; 


ne rls а ана A scientific or art collections, books or manuscripts belonging to the assessec and not 


any drawings, paintings, photographs, prints and any other heirloom not falling within clause (xii) and not intended 
for sale, but not including jewellery; ey 


For text of this clause, refer clause (iv) of section 5 on page 233; 


deposits under any scheme framed by the Central Government and notified by it in this behalfin the Official Gazette, 

9 he extent to which the amounts of such deposits do not exceed the maximum amount permitted to be deposited 
rein; M t - 

теп-усаг treasury savings deposit certificates, fifteen-year annuity certificates, deposits in post office savings banks, 

post office cash certificates, post office national savings certificates, post office national plan certificates and 

twelve-ycar national plan savings certificates, ten-year defence deposit certificates and twelve-year national defence 

certificates, to the extent to which the amount of such certificates or deposits do not exceed in cach case the maximum 

amount permitted to bc invested or deposited thercin; 

6\% per cent. Gold Bonds, 1977, 7 per cent. Gold Bonds, 1980 and National Defence Gold Bonds, 1980; 

Special Bearer Bonds, 1991; 1 ; 


in the сазе of an individual, being a citizen of India or a person of Indian origin who is not resident in India, during 
the усаг ending on the valuation datc, any foreign exchange asset 
Explanation.—For the purposes of this clause, — i : 
(a) a person shall be deemed to be of Indian origin if he or either of his parents or any of his grand-parents was 
born in undivided India; «~~ ^^ : 5 
(b) an individual shall be deemed to be not resident in India during the year ending on the valuation date if in 
respect of that year the individual is’ not resident in India within’ the meaning of the Income-tax Act; 
@ “foreign exchange asset” shall have the meaning assigned to it in clause (6) of section 115C of the Income-tax 
сї; j 
in the сазе of an individual, being a citizen of India or a person'of Indian origin who is resident in India, during the 
year ending on the valuation date, any foreign exchange assct [being an asset referred to in sub-clause (й) or 
sub-clause (iii) or sub-clause (iv) or sub-clause (0) of clause (f) of section 115C of the Income-tax Act], where such 
asset was not includible by virtuc of the provisions of clause (vic) in computing his net wealth on апу earlier valuation 
date. : ) i ; у 
Explanation.—For the purposes of this clause,— . 2 ' 4 UT 
(а) an individual shall be deemed to be resident in India during the year ending on the valuation date if in respect 
of that усаг the individual is resident in India within the meaning of the Income-tax Act; — : 
(b) the expressions “person of Indian origin” and “foreign exchange asset” shall have the same meanings as in the 
Explanation below clause (xvic); 2 
in the case of an individual or a Hindu undivided family, such Capital Investment Bonds as the Central Government 
may, by notification in the Official Gazette, specify in this behalf; 
in the case of an individual or a Hindu undivided family, such debentures issued by a public sector company, as the 
Central Government may, by notification in the О um Gazette, nee! in this Behalf, used 
lanation.—For the of this clause, “public sector company” means any tion esta ed by or 
кс Central, State ог Provincial Act or a Government company as defined in section hU ofthe immer 5 
1956; 


‘in the case of an individual or a Hindu undivided family, such Relief Bonds as the Central Government. may, by 


а H = H з z, = 34 ч з " ef such з "x 
in the сме ofan iodividual who ia a ener the bends aea olde subdue (id) of clause (15) of section 10 of the E cum yc 

Provided that where an individual, who is a non-resident Indian during the year ending oa the valuation date in which the bonds are acquired, becomes 
a resident in India in any subsequent year ending on the valuation date, the provisions of clause shall continue to apply in relation to such individual. 

Mere arhe afe at an individual shall be deemed to be a non-residen: di b pepe mener ri dat ifin 
гарах Phe’ « . : б H . B 
the amount standing to the credit of an assessee, being a salaried employee, in any provident fund maintained by his 
employer to which th 
of clause (38) of section 2 of the Income-tax Act; 
the amount standing to the credit of— 
(a) an individual; or e л 
(b) а Hindu undivided family; or E der | : 

association of body of individuals consisting, in either case, only of husband and wife govern ed by 
R теш of VERA UMS force in the State of Goa and the Union territories of Dadra and Nagar Ha 
d Daman and Diu : : p Кыз! ix + 

" T rmm fund set up by the Central Government and notified by it in this behalf'in the Official Gazette; 
viz. Subscriptions to Public Provident Fund :Scheme, 4968; . se & -€ { d x 
any property held by the trustees on behalf of any provident fund to which the Provident Funds Act, 1925, applies or 
which is a recognised provident fund within the meaning of clause (38) of section 2 of the Income-tax Act; 


Сш) (aby ta Bardo Taner constituted under the Coal Mines Provident Fund and Miscellaneous Provisions Act, 1948, on behalf of the Deposit-linked 


(xviic) 


established under section 3G of that Act; or 3 Aq ^ eto елор 
By ty dns Bonrd of Trustecr сосаадей under the * Provident Funds and Miscellaneous Provisions Act, 1952, on behalf of the Deposit-linked 
[Ө tne Mend established under section 6С of that Act; м > = 


any property held by the trustees оп behalf of any gratuity fund which їз ап approved ‘gratuity fund within the us 


A . = ct; i m * 
meaning of clqusg АГЕН? of the Jneome tax СЫ ол. Digitized by eGangotri 
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(xviid) any held by parece on behalf of any superannuation fund which is an approved superannuation fund within the meaning of clause (6) of sec 
2 of the Income-tax 5 1 В 3. i 
(xviii) the property received by an assessec from Government in pursuance of any gallantry or merit award instituted o 
approved by the Central Government; xn byth for any attainment, work or contribution in any field if such medal, trophy, 
(xviiia) ^ any property being a medal, trophy or an award in kind received by the АЕН Өс SEY hed by law or an institution affiliated to such University or from! 
award in kind is received by the eas approved for the purposes of this clause by the Central Government, == NR 
Explanation. approval for the purposes of this clause may be given by the Central Government so аз to ave effect a atc not earlier thang | 
1 of April, 1983; 4 : 
(xix) V dide Pray shares held by the asscsscc in any other company si сыы Lu og ei Pec 
(о) shea of any eu shares ny erat day st aron ПО, but bt de i dy ol Jun, 171, ora period of ve semi tuae Жа 
араа аА vigens next following the date on which such company commences the operations for which it has been ез 
(xxa) the value of any equity shares in any company of the type referred to in clause @ of scction 45 масан establish 
with the main object of carrying on the business of manufacture or production of any опе or more of the articles 
hi ified in the list in the Ninth Schedule to the Income-tax Act, where such shares form part of the initial iss. 
ORG capital made by the company after the 28th day of February, 1975, for a period of five successiy, 
assessment years commencing with the assessment year next following the date on which such shares were first іззцеф 
Є " д - i i i in India within the meaning of the | 
(ххї) that portion of the net wealth of a company established with the object of carrying оп an penton neun ths Act by way of substantial ex Epe 
to clause (d) of section 45, as is employed by it in a new and separate unit set up after the commencemen y pansion ofis 
undertaking: | 
Provided that— 
bm доз and 
n (Up rise ы dase трада, p eed with in aces the establishment of such unit: ' 
Provided further that this exemption shall aj to any such company only for a period уе successive assessment years commencing with tk 
assessment year next following the date on which the company commences operauons for the establishment of such unit; : : 
(xxii) any sccurity оГ the Central Government ог a State Government [not being a security referred to in clause (xvi) т 
clause (xvia)]; 6 5 E 
(xxii) ^ anyshares [not beng Pul Ped in clause (xx) or clause (хха)] in any Indian company where the assessce is an| 
individual or a Hindu undivi amily; e Д | 
(xxiv) such debentures, issued by any co-operative society (including а со-о erative land mortgage bank or a co-operative 
land development bank) or any other institution or authority, as the central Government may, by notification in t 
Official Gazette, specify in this behalf; | | | 
(xxiva) units of a Mutual Fund specified, under clause (23D). of section 10 of the Income-tax Act; à 
(xxv) ~ units in the Unit Trust of India established under the Unit Trust of India Act, 1963; 7 | 
ххуа any deposits under such National Deposit Scheme as may be framed by the Central Government and notified byiti; ( 
an this behalf in the Official (SIC National Deposit Scheme, 1984; КР 
3 3 2 i 
(xxvb) any deposits made under the any scheme referred to in clause (i) of sub-section (1) of section 80CCA of th s 
Income-tax Act; ' i 
XXVC the right or interest of the assessce in any annuity plan of the Life: Insurance.Corporation referred to in clause (ii)6, a 
рабата (1) of section 80CCA of the Income-tax Act 
su ; : х | 
(xxvi) ^ any deposits with a banking company to which the’ Banking Regulation Act, 1949, applies (including any Бай V 
or banking institution referred to in section 51 of that Act), or with a co-operative society engaged in carrying и) $ 
Ше irum of banking (including a co-operative land mortgage bank or a co-operative land development) € 
nk): { | 
(xxvii) an deposits with a financial corporation which is engaged in providing long-term finance for industrial developmen £ 
in India or with a public company formed and registered in India with the main object of carrying on the business, 
providing long-term finance for construction or purchase of houses in India for residential purposes: le 
Provided that the corporation or, as the case may be, thc company is for:the time being approved by the Сета v 
Я Government for the purposes of clause (viii) of sub-section (1) of section 36 of the Inconnu Act; y (s 
(xxviia) may deposits with the Industrial Development Bank of India established ‘under the Industrial Development Bank d 
ndia ; ' jr 
(xxviib) апу deposits with any authority constituted in India by or under any law enacted either for the purpose of dealing; а 
with and satisfying the perd for housing accommodation or for the purpose of planning, development or іптргоуетей 
of cities, towns and villages, or for both; : i 
(xxviic) any deposits made in accordance with the scheme referred to in item (i) of sub-clause (iv) of cl 15) of section 10d 
the income ar е, by any employec of the Central Government or a State e E a pet э дор campa 
Act or ur Солаат plead ратро сга S section 617 of the Conant Ас, 1956. corporation established by or under any Central, State ог Provin; 
(eed ray depost made with the National Housing Bank established under section 3 of the National Housing Bank Аа 
3 ч ‹ I 
(xxviii) any shares in any co-operative society; B 
(xxix) cu senos is aha ee society, not being deposits referred to in clause (xxvi) or clause (xxx), made by! У 
(ххх) any deposits with a co-operative housing society made by a member of the society to whom a building or part ther 3 
кака or leased under a house building scheme of the society, where such deposits have been made under sl : 
: 7 : si 
(xxxa) the value of one or more dwelling units (cach having a plinth i i | 
{ assessec and used solely for ce panes of Mea br Suus p HEN = де ошен) belong Т d К 
-industrial undertaking belonging to the assessec; i ззеззес in any рап 4 
(xxxi) the value, as determined in Ше сиы manner, of assets (not being any land or buildin n 


ч - J 
to in any other clause of this sub-section forming part off wide righis in deri i 


or building or any asset refe: e MR I and 


belonging to the assessec. 
Explanation.—For the purposes of clause (xxxa), this clause, clause (xxxii А 
“; Н i ` : £ d : the 
industrial undertaking" means an undertaking engaged in the business of rss distribution of derici 
any other form of power or in the construction of ships or in the manufacture or processing of goods or in n 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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j (xxxii) the value, as determined in the prescribed manner, of the i i i 
| Te z Ы Са | ; c interest of the assessee in the assets (not being any land or 
ed or parang aiden ум ор building or any asset referred to in any other clause of this sub-section) forming 
E oe as the pt may bene Lube onging to a firm or an association of persons of which the asscsscec is a partner or, 
nas xxm) ın the сазе of an assessce, being a person of Indian origin or a citizen of India (hereafter in this clause referred to as 
- such person) who was ordinarily residing in a foreign country and who, on leaving such country, has returned to India 
iid = чоп of permanently residing therein, moneys and the value of assets brought by him into India and the 
"d | Mer ч ану time thereat ed by him out of such moncys within one year immediately preceding the date of his return 
rovided that this exemption shall apply only for a period of i ing wi 
m ве amen уи ex ling hed GRE шк eq {аке нтеп TC Wt 
is anation 1.—4A person sha cemed to be of Indi igin i i i i 
= grandparents va born in edil Toast o be of Indian origin if he, or either of his parents or any of his 
iss, Е апайоп 2.—For the removal of doubts, it is hereby declared that moneys standing to the credit of such person 
sc in a Non-resident (External) Account in any bank in India in accordance with the Foreign Exchange Regulation Act, 
sued 1973, and any rules made thereunder, on the date of his return to India, shall be deemed to be moneys brought by him 
ne : into India on that date; - 
nda! (xxxiv) in the case of an individual, being a citizen of India, who is not resident in India during the ending on the 
valuation date, the value of any equity shares in any company of the type referred to in clause (d) of section 45 which is 
engaged in the business of manufacture or production of any one or more of the articles or things specified in Schedule 
II or which is certified by the prescribed authority to have undertaken the export of such tage of its total 
"n production as may be specified in this bchalf by the prescribed authority, where such shares form part of the initial 
| issue of thc equity share capital made by the company after the 31st day of March, 1976, or where such shares form 
vi) cr part of an issue of equity share capital which is certified by the prescribed authority to have been made by the 
| company after the 3lst day of March, 1976, for the purposes of expansion or diversification of its industrial 
n undertaking. + 
Ba Explanation.—An individual shall be deemed to be not resident in India during the year ending on the valuation 
айа date if in respect of that year the individual is not resident in India within the meaning of the Income-tax Act. 
in the (IA) Nothing contained in sub-section (1) shall operate to exclude from the net wealth of the assessee any assets referred to in 


clauses (iv), (xv), (xvi), (xvie), (xxii), (xxiii), (xxiv), (xxiva), (xxv), (xxva), (xxvi), (avii), (xxviia), (xxviib), (xxviid), (xxviii), (xxix), 
(xxxi), and (xxxii) [not being deposits under the Post Office Savings Bank (Cumulative Time Deposits) Rules, 1959], to the extent the 
value thereof exceeds, in the aggregate, a sum of five hundred thousand rupees: 
oil Provided that where the assets include any asscts referred to in clause (xv) or clause (xvi) [not being deposits under the Post 
уй Office Savings Bank (Cumulative Time Deposits) Rules, 1959], which have been owned by the assessec continuously from a date prior 
| tothe Ist day of March, 1970, and the valuc of the assets so included exceeds the limit of five hundred thousand rupees by any amount, 
of th such limit shall be raised by the said amount: 
Provided further that nothing contained in this sub-section shall apply to any assets referred to in clause (xvie) which are sold by 
(й)в а public sector company before the Ist day of June, 1988: 
Provided also that where the valuc of any assets, being deposits referred to in clause (xxva), has not been excluded from the net 
bad, Wealth of the assessec under the foregoing provisions of this sub-section, so much of the value of such assets as has not been so excluded 
ng oi shall be excluded from the net Weal of the assessec; so, however, that the value of the assets so excluded under this proviso shall not 
mem! exceed twenty-five thousand rupees. р і р i 
Explanation—Where a debt is secured on, or has been incurred in relation to, any asset referred to in this sub-section, the 
| exemption under this sub-section shall be allowed first against the valuc of the asset on which or in relation to which such debt is 
ess, Secured or incurred and, thereafter, against the value of any other asset so referred to. : Я 
| (2) Wealth-tax shall not be payable by an assessec in respect of any deposit made by the аззеззее with the Government or in 
| any security of the Government or of a local authority not specified in clause (xv) or clause (xvi) or clause (xvia) of sub-section (1) 
entra which the Central Government may, by notification in the Official Gazette, exempt from wealth-tax, but the value of any deposit or 
| Security so exempted shall be included in computing the net wealth of the assessce. ; j , 
ank d (3) Notwithstanding anything contained in sub-section (1), wealth-tax shall be payable by an assessee in respect of the assets 
| referred to in clauses (xv), (xvi), (xvid), (xvie), (хуй), (xix), (хха), (xxii), (xxiii), (xxiv), (xxv), (xxvi), (xxvii), (xxviia), (xxviib), (xxviii) 
calin) and (xxix) of sub-section (1) or in sub-section (2) for any assessment year unless the assets are own 


m= 
emei (а) in the case of shares їп a company, from the date on which the shares were first issued by the company, or for a period 
i of at least six months ending with the relevant valuation date, whichever is shorter; E З Ё 

od : (aa) in the сазе of Capital Investment Bonds referred to in clause (xvid) or debentures referred to in clause (xvie) or Relief 

al „1 Bonds referred to in clause (хуй) of sub-section (1), from the date on which the Bonds or debentures or Relief Bonds, as the сазе 

pany; may be, were subscribed to by the assessce, or for a period of atleast six months ending with the relevant valuation date, 

a whichever is shorter; and vq : й : А 

k Ad! (b) in the case of other assets, for a period of at least six months ending with the relevant valuation date: 


| Provided that for the purpose of making any assessment for the assessment year commencing on the Ist day of April; 1963, the 

| provisions of clause (5) shall л ly to ten-year defence deposit certificates and twelve-year national defence certificates held by the 
e by! assessec on the relevant valuation date. 1) of this soni ing the period оге ths 

j Explanation.—For the purposes of clause (a) or clause (aa) or clause (5) о sub-section, in computing the period of six mon 

in ER to m (not being an share or security held as stock-in-trade for the purposes of the business of the assessec) in a case 

her where such asset (hereafter in this Explanation referred to as the relevant asset) was acquired by the assessce by conversion of, or in 
r 8°! exchange for, or with the proceeds of, or with the money constituting, any other asset exempt from wealth-tax under sub-section (or 

| sub-section (2), there shall be included, if the аззеззее acquired the relevant asset within sixty days after he ceased to own such other 
то: asset, so much of the period for which the assessce has owned such other asset as falls within the period of twelve months ending with 
ion € the relevant valuation date. оз ir adi ij 

| 4) Where the assessce is a partner ofa firm or member of an association of persons, and the firm or association owns any onc or 
y la more of the assets which are exempt under sub-section (1), then, for the purposes of his assessment under this Act, the value of his 
in interest in the firm or association shall be deemed to include the value ofa part of each such asset of the firm or association in the same 
| proportion in which he is entitled to share the profits of the firm or association and the assessment shall be made after allowing the 
exemption under sub-section (1), in respect of those assets on the basis of such proportionate value. ao е селе : 
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SALIENT FEATURES OF THE WEALTH-TAX ACT, 1957: 


(For and from the assessment years 1991-92 to 1994-95) 


- : T 
in the расмаш E SC pda to understand the broad and salient features of this Act in, 
simple a language as possible. | 
GENERAL 
(1) Assessee: 
[Section 2(c)] 


-tax or any other sum of money (e.g. interest, penalty); 
g under this Act has been taken for determining jh 


“Assessee” means a person by whom wealth ) 
payable under the Act ог in respect of whom any proceeding t 
wealth-tax payable by him or the amount of refund due to him and includes: 

(1) legal representative of а deceased person [Section 19]; 
(2) executor or executors of the estate of a deceased person [Section 19А]; 


(3) guardian or trustee of апу person being а minor, lunatic or idiot who holds any assets on belg 
of and for the benefit of such beneficiary, upto assessment year 1992-93 [Section 21 (3)]; and | 


(4) a person deemed to be the agent of any person residing outside India [Section 22]. 


(2) Assessment year: 

[Section 2(d)] | 

An assessment year means a period of 12 months commencing on 1st April and ending on 31st Mardi 

the following year. For instance, the assessment year 1994-95 commenced on 1st April, 1994 and will end on 3 
March, 1995. | 
(3) Valuation date: | 

[Section 2(9)] | 


“Valuation date” in relation to an “assessment year" means the last day of the previous year as defin 
under section 3 of the Income-tax Act. 


| 
The valuation date for assessment year 1989-90 and subsequent years will be 31st March being the li 
day of the uniform previous year in all cases. | 


(4) Assessable entities: 
(Section 3) 
Persons chargeable to wealth-tax: 


Under section 3 of the Wealth-tax Act, the following persons are chargeable to wealth-tax on their г 
wealth as on the valuation date corresponding to the assessment year: | 


(1) Individual, (2) Hindu undivided family, and (3) Company. Xm | 


The word "Individual" has not been defined in the Wealth-tax Act but on the basis of court decisions, 
has been given a wide meaning. The word "Individual", therefore, means not:only a human being but # 
includes a group of persons forming an unit. | 

| 


Rates at which wealth-tax is to be charged: | 


While income-tax is chargeable on the total income of an assessee at t i in: né 
Finance Act of the relevant year, the wealth-tax is to be charged: деи покадез ТапЧыдымачш ШЕШ | 


(a) In respect of an individual and a Hindu undivided family: | 


(1) Upto assessment year 1992-93, under section 3(1) of the W Ith-ta ‘the r n 
specified in the Schedule I to the Act. Any modification in the rates specified zs she Schedule Tis : | 
through the Finance Acts. The Schedule I consists of two Parts. Part I of the Schedule I specifies та 
ed шу Р to be levied on Mene veli of individuals and Hindu undivided families. Part П of \ 

edule I contains rules which prescribe the conditio i m i 
concessional rates. tons under which wealth-tax is to be levief 


Exemption limit in respect of levy of wealth-tax’ for asses : Д) 
Rs. 2,50,000. However, in the case of a Hindu undivided family аар EO NER. x E faf 
has net wealth exceeding Rs. 2,50,000, exemption limit in respect of such a Hindu undivided fam 


Rs. 1,50,000.- 5, Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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For rates of wealth-tax for assessme t p - $ : T 
1992-93, refer page 200 of I. T.R.R. 1992-93. T i m 5. "i puer iu pes. 


" B (2) From assessment year 1993-94 and onwards i = 
ащ rate of 1% of the net wealth exceeding Rs. 15 lakhs. LINO LEA ooo 
(b) In respect of a company: EA 


(1) From assessment year 1984-85 to 1992-93, in the case of a company being. a closely-held 
company, under section 40(1) of the Finance Act, 1983 at the flat rate of 296 (without any minimum 
exemption limit) in respect of certain assets specified in section 40(3) of the said Act, For further details, 
refer page 255. i Puy 

I. arai? (2) From assessment year 1993-94 and onwards, in the case of all companies, under section 3(2) of 
gù the Wealth-tax Act at the flat rate of 1% of the net wealth exceeding Rs. 15 lakhs. 


(5) -Residential status: 


~ Explanation 1 to section 6 of the Wealth-tax Act lays down that an individual or a Hindu undivided family 
shall be deemed to be "not resident in India" or "resident but not ordinarily resident in India" during the year 
| ending оп the valuation date, if in respect of.that year, the individual or the Hindu undivided family, as the case 
beh? may be, is "not resident in India" or “resident but not ordinarily resident in India" within the meaning of the 
Income-tax Act. The residential status as-explained on PP. 44-46 under the “Explanatory notes on salient 
features of the Income-tax Act" also holds good under the Wealth-tax Act. 


An individual having balance to his credit in a Non-resident (External) Account, the interest whereof is 
exempt under section 10(4)(ii) of the Income-tax Act, 1961, shall be deemed to be not resident in India during 
the year ending on valuation date, if in respect of that year he is resident outside India as defined under section 

idit 2(q) of the Foreign Exchange Regulation Act, 1973. (Refer page 47) [vide Explanation 1А to section 6]. 


(6) Citizenship of India: 

The tax liability under the Wealth-tax Act is determined on the basis of residential status of an assessee as 
| also on the basis of his being a citizen or a non-citizen of India. The term “Citizen” is defined in Article 5 of the 
| Constitution. In order to be a citizen of India, a person must have domicile in the territory of India and must 

eli satisfy any of the following three conditions: 

| ; (1) he must have been born in India; or 

(2) either of his parents must have been born in India; or 
| ; (3) he must have been ordinarily resident in India for not less than five years before 26-1-1950. 
| A person would cease to be a citizen of India if he has voluntarily acquired the citizenship of any foreign state. 
(7) Assets which fall outside the purview of the Wealth-tax Act: 
~ (А) FROM ASSESSMENT YEAR 1993-94 AND ONWARDS: д 


eir г Assets other than assets specified in section 2(ea) are outside the purview of the Wealth-tax Act and hence 
| not chargeable to wealth-tax. Wealth-tax is chargeable only on assets specified in section 2(ea). The assets 
| specified in section 2(ea) are: 


ions, (a) Any guest house; residential house!; and/or farm house situated within 25 kilometres from the 
ta local limits of any municipality? or a cantonment board; but excluding: 


5: (1)'a-house meant exclusively for residential purposes and which is allotted by a company to an 
employee or an officer or a director who is in whole-time employment, having gross annual salary of 
less than Rs. 2,00,000; оа 


ant (2) a residential house forming part of stock-in-trade; 
(6) Motor cars, other than those used in assessee's hiring business or used as stock-in-trade; 
(c) Jewellery’, bullion; and furniture, utensils or any other article made wholly or partly of gold, 


x.» silver, platinum or any other precious metal or any alloy containing one or more of such precious metals, 
fied - ^^ other than those used as stock-in-trade by the assessee; ; Si 
m t 1. From Homes year 1994-95 and onwards, one house or, part of a house belonging to an individual or a Hindu undivided Pally 


sed! exempt without monetary ceiling ч/з. 5(vi). 1 : k SF PRSE 
view 2. "Municipality" whether known as a municipal corporation, notified arca committee, town area committee, town committee or by any 
| other name. 


aml Wearing apparel. 


улы з ее 


WEALTH-TAX 240 
ASSETS/NET WEALTH ` 
(d) Yachts, boats and aircrafts, other than those used by the assessee for commercial purposes; 
(e) Urban land, being land, within the jurisdiction of a municipality* or ео board Which |: 
has a population of not less than 10,000 or within 8 kilometres of the local limits of such municipality Ж 
cantonment board, as the Central Government may notify but does not include: 
(1) land on which construction of a building is not permissible under any law or the land on ; 
which building is constructed with the approval of the appropriate authority, Р | 
(2) any unused land held by the assessee for industrial purposes for a period of two years from | 
the date of its acquisition by him, and í L 
(3) for assessment year 1994-95*, any land held by the assessee as stock-in-trade for a period of 7. 
three years from the date of its acquisition by him; 3 - i$ В 
(f) ‘Cash in hand, in excess of Rs. 50,000, of individuals and Hindu undivided families and in the | 
z case of other persons any amount not recorded in the books of account. \ P 
The assets mentioned above are chargeable to wealth tax without any exemption from assessment year ! 
1993-94 and onwards. The other assets such as, shares, debentures, deposits, units, loans advanced, etc. etc. are | 
not liable to wealth-tax [Refer example on page 260]. ў ; р 


(В) ОРТО ASSESSMENT YEAR 1992-93: : 
(i) AGRICULTURAL PROPERTY І 
[Section 2(e)(2)(i)(a) & (b)] Г 
Agricultural property of any type including tea, coffee, rubber and cardamom plantation, growing crops (including fruits ` 
on trees), grass or standing trees on such land will cease to be regarded аз. “assets” for the purposes of the Wealth-tax Act and as 
such will be totally exempt from wealth-tax. 


(ii). ANIMALS 
[Section 2(e)(2)(i)(c)] 
The value of animals is fully exempt from wealth-tax throughout, as the animals do not constitute “assets” within the | 
meaning of section 2(e). : 


(ui) RIGHT TO A NON-COMMUTABLE ANNUITY 
* [Section 2(e)(2)(ii)] } 

The value of any right to a non-commutable annuity, which is not purchased by the assessee or purchased by any other 
peapa in pursuance of a contract with the assessee, is not included in the definition of “assets” and is therefore exempt from | 
wealth-tax. 5 | 
Accordingly, the value of the right to any annuity (commutable or not) so purchased will be chargeable to wealth-tax except | 
to the extent it is exempt under section 5(1) of the Wealth-tax Act, such as: | 
5 (а) right to receive annuity u/s. 280D of the Income-tax Act is exempt under section 5(1) (via) of the Wealth-tax į 
ct, ог с | 
(6) theright to receive a pension or other life annuity in respect of past servi d 1 i tunder | 
section 5(1)(vii) of the Wealth-tax Act, or t R Е MET Ep atta z ce SM 
(c) rightor interest in any annuity plan of the Life Insurance Corporation referred to in section 80CCA(1)(ii) of the * 
Income-tax Act is exempt u/s. 5(1)(xxvc) of the Wealth-tax Act. > 2088 

These types of annuities will continue to be exempt as hitherto. 


(iv) LIMITED INTEREST IN PROPERTY: 
: [Section 2(e)(2)(iii)] | 
The value of interest in property where the interest is available to ап assessee for a period not exceeding six years from the | 


date the interest vests in him is fully exempt from wealth-tax througho ch inte itute “ " within the! 
Шеш Of section s(e) o the Wealth-tax jet ghout, as such interest does not constitute "assets" within 3 


1 
[] 


j 
| 
(8) Net wealth: 3 | 

“ [Section 2(m)] Bazi | 

(4) FROM ASSESSMENT YEAR 1993-94 AND ONWARDS: | 

Net wealth means the aggregate value of all the chargeable assets [specified in secti аре! 
239], wherever located, belonging to the assessee on the valuation date а аа rn зора SEEN 


in his net wealth under section 4 as diminished by the aggregate value of all the debts? ee ой! 
the valuation date which have been incurred in relation to the assets specified in йон BEANS the A | 


E ixi _Менеринү" whether known as a municipal corporation, notified area committee, town area committee, town committee or by 207 
other : i 

Sb. The liability under the Wealth-tax Act is not a debt owed by the assessee incurred in relation to the kbr 

i oes А ble under the Wea! 
tax Act. Therefore, no deduction is to be allowed for wealth-tax liability in the co: tati BERS з 

1993-94 and onwards [Circular No. 665, dt. 28.9.1998. 203 TTR (St) 18 T mputation of the taxable net wealth for assessment yo"! 
Зс. For the amendment made by the Finance Act, 1994, refer Para 1 on page 42. i 
px CC-0. Mumukshu Bhawan Varanasi Collection. коа by eGangotri 
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(В) ОРТО ASSESSMENT YEAR 1992-93: i 
Net кс means the aggregate value of all the chargeable assets, wherever located, belonging to the assessee on the 
valuation d ate including assets which are to be included in his net wealth under section 4 and section 5(3) as diminished by the 
aggregate value of all the debts owed by the assessec on the valuation date except those which are specifically not allowable under 
any pistons of the Wealth-tax Act. 
м Debts: . debi is a sum of money which is payable or will become payable in future by reason of a present obligation. The 
obligation mus ayp accrued and must be subsisting. The essential requisite ofa debt is that it should be an ascertained or readily 
calculable amount. . и 


Debts which are not deductible: (i) Under section 6, debts located outside India shall not be taken into account in computing 
the net wealth in the following cases: j ү 


(а) in the case of an individual who is nota citizen of India; 


_@) іп the case ofan individual or Hindu undivided family who is “non-resident” in India or who is “resident but not 
ordinarily resident" in India [Section 2(m)(i)]. 


(и) Debts secured on, or incurred in relation to, exempted assets [Section 2(m)(ii)].. 


_ For i nstance, a loan taken on the security of life insurance policy which is an exempted assetiunder section 5(1)(vi) is 
invested in business. The loan so obtained will not be deductible from the value of the business assets. › 
However, for assessment years 1989-90 to 1992-93; where a debt is secured on, or has been incurred in relation to; 

asset, which is wholly or partially exempt u/s. 5(1A), then the amount of such debt to the extent of exemption u/s. 5(1A) will notbe 

deductible [Explanation 2 to section 2(m)]. 


For instance, a loan of Rs. 6,00,000 is secured on a house valued at Rs. 10,00,000. The value of house upto Rs. 5,00,000 is 
exempt u/s. 5(I)(iv) read with section 5(1A) [it is assumed ‘that no other assets are held by the assessee which are/exempt 
u/s. 5(14)]. The loan to the extent of Rs. 5,00,000 [i.e., to the extent of exemption u/s. 5(1A) for house] will not be deductible as 
debts under section 2(m)(ii) read with Explanation 2. Only Rs. 1,00,000 [Rs. 6,00,000 loan less Rs. 5,00,000 exemption 
u/s. 5(1A)] will be deductible as debt u/s. 2(m)(ii). : еа: : 

(ii) Tax, penalty ог interest payable under ће Income-tax Act or Gift-tax Act or Wealth-tax Act or Estate Duty Act which 
is outstanding on the valuation date and is disputed in appeal or which is outstanding on the valuation date for a period of more 
than 12 months. The period of.12 months із to be counted from 31st day from the date of service of demand notice [Section 


2(myiii)]. : ) Mnt 


(9) Incidence of tax on the basis of citizenship and residential status: 
А. - In the case of an assessee who is a citizen of India, the tax liability will be as under: 
(i) If he is "resident and ordinarily resident”, he will be chargeable to tax in respect of— 
(a) the value of the assets and debts located in India, and 
(b) the value of the assets and debts located outside India. 


Upto assessment year 1992-93, from the tax payable on the net wealth comprising (a) and (6) 
above at the rates specified in the Schedule I to the Wealth-tax Act, he will be entitled to rebate on net. 
foreign wealth at 5096 ofithe average rate, as provided in Rule 4 of Part II of the Schedule I [Refer page 
220 and example (6) on page 252 of I.T.R.R. 1991-92 (53rd Year of Publication)]. - r 


(ii) If he is “resident but not ordinarily resident” or “non-resident”, he will be chargeable to tax in 
respect of the value of all assets and debts located in India except the value of assets in respect of which 
interest is not to be included in total income under section 10 of the Income-tax Act. The value oF assets 
and debts located outside India is exempt in liis case under section 6 of the Wealth-tax Act. 


B. In the case of an assessee who is not a citizen of India, the tax liability will be as under: 


(1) If he is "resident and ordinarily resident" or "resident but not ordinarily resident", he will be 
chargeable to tax on net wealth located in India except the assets in respect of which interest is not to be 
included in total income under section 10 of the Income-tax Act. The value of assets and debts located 

"outside India is exempt in his case under section 6 of the Wealth-tax Act, — à Bee 

(2) If he is “non-resident”, the liability will be the same as in (1) above but, upto assessment year 
1992-93, under Rule 3 of Part П of the Schedule I to the Wealth-tax Act [Refer page 220 and example (6) 
on page 252 of I.T.R.R. 1991-92 (53rd Year of Publication)], he will be entitled to rebate at 5096 of the tax 
payable. ; | | | ef he 

| М 38 (10): Valuation of assets: = 1 ba “pe a ume 
© [Substituted Section 7] win sit dde Souris Ө 
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the Wealth-tax Act and not under the Wealth-tax Rules. This Schedule inserted w.e.f. 1-4-1989 contains 21 Rule, | 
for determining the value of assets as stated hereunder: | 


Part RULE VALUATION IN RESPECT OF: FOR TEXT OF THE RULE 

A 1&2 Applicability of rules & definitions Refer page 228. 

B 3108 Immovable property Refer page 229-230. 

ct 9 to 13* Shares in, or debentures of, companies* Refer page 202-204 of LT-R.R. 1992-93, 
D 14 Assets of business as a whole Refer page 230. 

E 15 &16 Interest in firm/A.O.P. of partner/member Refer page 231. 

F 17 Life interest Refer page 232. 

G 18 & 19 Jewellery Refer page 232. 

H 20 & 21 Assets other than the assets stated above Refer page 232. 


Any provision made in the trust deed giving right to the beneficiary or any other person to acquire or 
purchase any property of the trust at a stipulated price under the terms of the trust deed or restrictive covenant | 
in any instrument of transfer is to be ignored for the purposes of determining the market price of such property 
as on the valuation date. Thus, the restrictive clauses in the trust deed or in the instrument of transfer will be 
disregarded for the purpose of determining the market value of such property chargeable to wealth-tax [Rule 21 
of the Schedule III]. | 


(а) Valuation of self-occupied residential house: 


W.e.f. 1-4-1989, the value of a house belonging to the assessee and exclusively used by him for residential | 
purposes throughout the period of 12 months immediately preceding the valuation date, may, at the option of | 
the assessee, be taken to be the value determined in manner laid down in Part B of the Schedule III [refer item (b) | 
hereafter] as on the valuation date next following the date on which he became the owner of the house or on the | 
valuation date relevant to assessment year 1971-72, whichever is later [Section 7(2)]. 


Where such a house is acquired prior to assessment year 1971-72, its value, at the option of the assessee, | 
be taken to be as prevailing on the valuation date relevant to assessment year 1971-72 or the value determined in | 
manner laid down in Part B of Schedule III [refer item (6) hereafter], whichever is beneficial to the assessee. In | 
the same manner value of such a house is to be taken where the house is acquired on or before 31-3-1974. 


Where such a house is acquired on or after 1-4-1974, value of such a house also will be taken as discussed | 
above provided that cost of acquisition or cost of construction of such a house does not exceed— 


(1) Rs. 50,00,000, if the house is situate at Bombay, Calcutta, Delhi or Madras; . 
(2) Rs. 25,00,000, if the house is situate at any other place. 


If such a house is acquired on or after 1-4-1974 and its cost exceeds Rs. 50,00,000 or Rs. 25,00,000, as the | 
case may be, then, the value of such a house will be the cost of the acquisition. { | 


Upto assessment year 1992-93, where more than one house is used by the assessee for self-occupation, | 


assessee shall have option to choose one of such houses for the purposes of valuation as stated in earlier paras |. 


[Proviso to section 7(2)]. 


Where the house is constructed by the assessee, the date on which the site ti f the house is | 
completed will be taken to be the date on which he became owner of the house. House includes араб; a house | 
being an independent residential unit [Explanation to section 7(2)]. , м | 
| 
(b) Valuation of immovable property: | 

i (Rules 3 to 8 of Part B of Schedule Ш) / | 
With effect from 1-4-1989, the valuation of a 


Wealth-tax Act, 1957 is to be made in accordance with the provisions contained i Int. 
These rules apply to any immovable property whether it is residential or E mler & to 8 of Schedule | 


DEFINITIONS: | ; | 
(1) "Gross maintainable rent" means: ; DM ( | 
(а) where the property is not let, the amount of annual rent assessed by the local authority for the purposes of levy di 


roperty tax or any other tax. If there is no such assessment or the pe À | 
Киро, the amount which the owner can reasonably be expected to Let nod 1з situated outside the area of any І 


'4. Part C of Schedule III omitted we.f 1-4-1993 (assessment year 1993-94 and onwards) } ; 
tures from levy of wcalth-tax, vide section 2(ea), refer item 7(A) on page 239, - nwards) consequential to exclusion of shares and deber 
sz CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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zu (b) where the property is let, the amount received o 
local authority for the purposes of levy of property tax or any other tax, whichever is higher. 

. . "Annual rent” means the actual rent received or receivable! by the owner throughoutthe previous year. However, 

in cases where the property is partly let-out and partly vacant during the previous year, the annual rent means the 

amount which bears the same proportion to the amount of the actual rent received or receivable by the owner for 

which the property is let, as the period of 19 months bears to the number of months (including part of a month) 


during which the property is let. 
Further, the actual rent is to be increased by— 
(i) the amount of municipal taxes, if borne by the tenant; 
(1) 1/9th of the actual rent, if expenditure on repairs is borne by the tenant; 


(iii) the amount calculated @ 1596 p.a. on the amount of de 
outstanding from month to month, for the number of 


т receivable as annual rent or the annual value assessed by the 


posit (not being advance rent for 3 months or less) 
months (excluding part of a month). However, if the owner pays 


or interest to the tenant on deposit so taken, the increase to be made to the actual rent as above should be limited to the 
nt | sum by which the amount calculated aforesaid exceeds the interest. 

ty EXAMPLE 1: Mr. A receives Rs. 9,000 as rent of a residential house for a period of 9 months. The house was vacant 
S for 3 months. The annual rent is to be adopted at Rs. 9,000 X 12 + 9 = Rs. 12,000. 

1 


EXAMPLE 2: Mr. A let out his property to Mr. B from 1-4-1993 for a period of 3 years @ Rs. 18,000 p.a. The 
annual value of the property assessed by a local authority is Rs. 15,000, Mr. A has taken on the said date a deposit of 
Rs. 60,000 to be adjusted at the end of the period. Mr. A pays interest to Mr. B @ 11% р.а. i.e. Rs. 6,600 p.a. Mr. B 
bears repairs expenses and also municipal taxes amounting to Rs. 4,000. Annual rent will be: 


al | Actual rent for the year* 


ci go or gu Е Xi 2. v X m -. Rs: 18,000 
of Add: Municipal taxes borne by M.B .. .. .. .. .. ^. р. 4,000 
b) | For repairs expenses borne by Mr. B: 1/9th of actual rent Rs.18,000 .. | ..  .. Вз.. 2,000 
le : Interest (2 1596 p.a. on deposit of Rs. 60,000 zt s ws -. Rs. 9,000 

| Less: Interest paid to Mr. B ( 1196 p.a. оп Rs. 60,000 .. Bb .. Rs. 6,600 Rs. 2400 Rs. 8,400 
e | Annual rent +s ss 5. Rs. 26,400 
n тз е шсш 


(iv) where the owner has received any amount by way of premium or otherwise as consideration for leasing or any 
| modification of the terms of the lease, the amount obtained by dividing the premium or other amount by the number 
d of years of the period of lease. 


If in the Example 2 above, if Mr. A had taken Rs. 60,000 as premium for leasing for a period of 20 years, 
instead of deposit, the annual rent will be Rs. 27,000 [Rs. 18,000 + Rs. 4,000 + Rs. 2,000 + Rs. 3,000 (Rs. 60,000 
premium + 20 years being number of years of the lease period)]; 
(V) where the owner derives ariy benefit or perquisite, whether convertible into money or not, as consideration oF 
je leasing or any modification of the terms of the lease, the value of such benefit or perquisite should be added to the 
actual rent. 


(3) “Net maintainable rent" means the amount of gross maintainable rent as reduced by— 


as | (i) the amount of taxes levied by any local authority in respect of the property, e.g. municipal taxes; and 

6 (1) a sum equal to 15% of the gross maintainable rent. 
is | EXAMPLE 3: Gross maintainable rent in the manner worked out in item (1) aboveis,say .. ^ .. Rs. 30,000 
a Less: Municipal taxes levied by localauthority ©.. .. .. ра. 5,000 

| 1596 of Rs. 30,000 (gross maintainable rent) oc $5 ss 52 .. Rs. 4,500 - Rs. 9,500 


Netmaintainablerent .. |... .. Rs, 90,500 


| ‚ (8). ‘Aggregate area” means the aggregate area in relation to the plot of land on which the property їз constructed and 
lt! the unbuilt area; i ) As не» ; - 
(4) "Specified area", in relation to the plot of land on which the property is constructed, means: 
| (a) where the property is situate at Bombay, Calcutta, Delhi or Madras, sixty per cent. of the aggregate area; 

b) where the property is situate at Agra, Ahmedabad, Allahabad, Ашицаг Bangalore Bhopal; сос 
| Hyderabad, Indore, а Jamshedpur, Kanpur, Lucknow, Ludhiana, Madurai, Nagpur, Patna, Pune, Salem, 
| Sholapur, Srinagar, Surat, Tiruchirapalli, Trivandrum, Vadodara (Baroda) or Varanasi (Banaras), sixty-five percent.of 
1 i the aggregate area; ik , + Р : TH i | Ку wti FAY 
| > . 
П 


TP 


. m | з > m N ийни WES? IE 
5. Rent received or receivable shall include all payments for user of property, value of all benefits or perquisites, whether convert- 
| ible into money or not, obtained from а tenant or occupier of the property and also any sum paid by hs tenant or occupier in respect - 


| ofany obligation which would have been payable by the owner. $ | ek d | > 
2 j 6. Ai the actual rent received (Rs. 18,000) is more than annual value (Rs. 15,000), actual rent is to be ta ni E 
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> (с) where the property is situate at any other place, seventy per cent. of the aggregate area: | 
Provided that where under any law for the time being in force, the minimum area of the plot of land requireq,! 


Ье kept as open space for the enjoyment of the property exceeds the specified area, such minimum area shall 


deemed to be the specified area. ~ - 


(5) "Unbuilt area”, in relation to the aggregate area of the plot o 
that part of such aggregate area on which no building has been erected. 


CAPITALISATION OF NET MAINTAINABLE RENT: 
[Refer Rule 3 of the Schedule III] 


f land on which the property is constructed, mea, 


The value of an 
the net wealth is to be arrived at as under: 


Where the property is constructed on: ` 
; (a) Free hold land = 25 SI aA zx 2 
(b) Leasehold land and where the unexpired period of leasc of such land is: | [Da ix 
(4) 50yearsormore .. eM XA DOG ҮЛ „Net maintainable rent x 10 
(2) less than 50 years Sten Ck eee a i. 0 2.55 Net maintainable rent x 8, 


у immovable property, being a building or land appurtenant thereto, or part thereof, for inclusion il 


‚ Net maintainable rent x 19.5 


However, where such property is acquired or construction of which is completed after 31-3-1974 and value arriveda 
as above is lower than the cost of acquisition/construction, as increased by the cost of any improvement to the property, ther 
the value of the property under Rule 3 for the purposes of inclusion in the net wealth shall be the cost of acquisition 
construction as so increased by cost of improvement. This restriction will also apply to a self-occupied residential hous 
subject to certain conditions mentioned in item (а) on page 242. jl | 

EXAMPLE: * The net maintainable rent ofa building is say, Rs. 20,000. 


If the building is constructed on: ' "Value for inclusion in the net wealth 


— -(1) Free hold land net maintainable rent Rs. 20,000 x 19.5 du 52 de RS 9,5000 
(2) Lease hold land where the unexpired 

period of lease of such land is: | 

(а) 50 years or more net maintainable rent Rs. 20,000 x 10 ас тё ‚МЮ. 9,00% 


(b) less than 50 years net maintainable rent Rs. 20,000 x 8 He ae sis Nat 1,60,00 


io hr 


PREMIUM TO BE ADDED TO THE CAPITALISED VALUE IN CERTAIN CASES: 
[Refer Rule 6 of the Schedule III] t ТИ | 
-Where the unbuilt area of the plot of land on which the property is constructed exceeds the specified arca, th 
capitalised value of the property shall be increased by an amount calculated as hereunder: | 
Where the difference between the unbuilt area and the specified area— : | 
exceeds 5% but does not exceed 10% of the aggregate area... by an amount equal to 20% of such valut 
exceeds 10% but does not exceed 15% of the aggregate area . .. Бу an amount equal to 30% of such valut 
exceeds 15% but does not exceed 20% of theaggregatearea — .. by án amount equal to 40% of such valu 


THE PROVISIONS OF RULE 3 OF THE SCHEDULE III NOT A PPLICABLE IN CERTA IN CASES: ; ы | 
[Refer Rule 8 & 20 of the Schedule III] A ILC TNT | 

(1) Where the Assessing Officer, with the previous approval of the D еб i LER itis 
practicable to apply the provisions of Rule 3 [Rule 8(a)]. A Scar ed Commiissipner is of opinion that Itl". 
E (2)* where the difference between the unbuilt area and the specified area exceeds 20% of the aggregate area [Rule] 
Я | 

(8) where the'property is constructed on ledse-hold land and the lease expires within t le 
valuation date and the deed of lease does not give an option to the lessee for UM Es EST 5 | 


In the above circumstances where the provisions of-rule:3 аге { . 3s tol 
determined in the manner laid down in rule ap d 35 are not applicable, the value of the property is '? | 


9 ; i ++». (с) The valuation of other assets: ! у: x е | 

' The valuation of Jewellery has’ to be made by the authorised: registered + ПЕТРЕ Е. 
Government. "Where the value of jewellery does not exceed Rs. 5,00,000, e ч qus ФЕ DU аа 
in the prescribed Form 0-8A alongwith the return of net wealth. If value exceeds Rs. 500.000 its value will be 
per the valuation made by the Valuation Officer, on a reference made to him by the As 00,000, its va s ther? 
of gold and silver from 31-10-78 to 31-3-94,-refer раве 262; эз; о ase) eens Officer ГОО 


The valuation of jewellery will be on the basis of its 
value of the jewellery exceeds Rs. 5 lakhs, a valuation tepom from à registered valuer in the prescribed " 
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should be filed along with the return of net wealth’. If the Assessing Officer is of the opinion that the value of 


| jewellery is less than its fair market value, he may, subject to section 16A(1), refer the valuation of such jewelle 
"iW то the Valuation Officer. The value estimated by such Valuation Officer a be adopted by the Асаш Officer 


Upto assessment year 1992-93°, value of securities, debentures and shares in Indian companies is the value as quoted 


in various stock exchanges. However, under rule 9A the value of | ; 5 
Tay assessce or a company’: че of quoted equity share of a company will be, at thc option of the 


(1) as quoted on any recognised stock exchange; or 
(2) the average of the value quoted on 31st. 
years immediately preceding that date. 
If there is no such quotation on any of the aforesaid dates, 
ioni immediately preceding such date will be adopted. If the equity share 
nine years mentioned, the average will be taken on the basis of such 


March of the relevant previous year and 31st March of the nine!? 


the quotation of the date closest to the said date 
had been quoted for lesser number of years than the 
3 lesser number of years. i 
The assessee may adopt either of the value in respect of shares of cach company, whichever is beneficial to him. Where 
average value is adopted, a certificate of a chartered accountant should be obtained and enclosed to the return of wealth. - 


Upto assessment year 1992-93* valuation of unquoted shares is to be computed as per Rules 10 to 13 [for example, 

refer page 340 of I.T.R.R. 1992-93 (54th Year of Publication)]. 
In case of uncertainty in the matter of correct valuation of any asset, it would be advisable to get the asset 
or assets valued by the approved valuers appointed by the Government. Though the valuation report is not by 
itself binding on the department, the assessee would not be subjected to any penalty for understatement of the 


veda’ value of any asset on the ground that its value as adopted in the assessment order is higher than that estimated by 
pth: the approved valuer. 


sition) 
Бож NET WEALTH OF AN ASSESSEE TO'INCLUDE CERTAIN ASSETS: 
| "(Section 4). EAS. . 
d à Section 4 deals with the inclusion of the value of certain assets in the net wealth of an assessee though 


under the general law such assets do not belong to the assessee. The circumstances under which these assets are 
500€ to be included are discussed hereunder: + ; 


П 


| Assets transferred to the following categories of persons fall within the ambit of 
00,00: section 4 (1)(a): 


60,00; (1) Assets transferred to spouse (ќе. husband or wife): 
| { [Section4 (1)(а)(@)] .. 


The value of assets which are transferred directly or indirectly (otherwise than for adequate consideration 
| orin connection with an agrccinent to live apart) by a husband to his wife or by a wife to her husband are to be 
а, Ш included in the hands of the transferor. 


(2) Asse" transferred to minor chidren other than a married daughter: 
value [Section «(1)(a)(i)] 


From assessment year 1993-94 and onwards, the valite of assets which on the valuation date are held by a 
minor child (not being a married daughter) of au individuai + e to be included in the net wealth of the parent 
| who is having greater net wealti or where the marriage of his parents does not subsist, in the net wealth of that 
| parent who maintains the minor child in the previous year and where any such assets are once included in the net 
| wealth of the either parent, any such assets shall not be included in the net wealth of the other parent in any 
tiw succeeding year unless the .\ssessing Officer is satisfied, fter giving that parent an opportunity of being heard, 

| that it is necessary so to do [Vide 3rd proviso to section 41()(2)]. However, assets acquired by the minor child out 
[Rule of his income [referred to in the proviso to section 64(1A) of the Income-tax Act] and held on the valuation date 
is not to be included in the net wealth of his parent [Vide 2nd proviso to section 4(1)(a)]- 


ele From assessment year 1995-96 and onwards, where the assets are held by a physically handicapped minor 
' | child as specified in section 800 of the Income-tax Act (refer page 204), such assets will not be included in the net 
sto! wealth of the parent as provisions of section 4(1)(a)(ii) are not applicable. | 


Г 
a 


| 7. The Board has clarified vidc Circular No. 646, dt. :15-3-93 [200 ITR (St.) 228] that “The report of the registered valuer 
| obtained for one assessment year can also be used for subsequent four assessment years subject to the adjustments specified in Para 3 of. 
| the said circular. In such a case a copy of the said valuation report along with a chart showing the specified adjustments shall be filed along 
with the return of net wealth for each of the four assessment years.". : e : = 
8. Consequent to insertion of new section 2(ca) [Refer item "7 (A) on page 239], there will be no levy of wealth-tax on securities апд. 
shares/dehentures of companies for and from assessment усап 1993-9-1 and onwards. Tues : з 2 


9. For assessment years 1990-91 and 1991-92, this option was available to ап assessee other than a company. _ 


1 -91. JE the words ‘nine years’ read ‘four years’. 
10. For assessment years. 1980-91, and 1991-92; for the warde Collection. Digitized by-eGangotri 
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directly or indirectly (otherwise than f| 
Upto assessment year 1992-93, the value of the assets transferred ] ; an {у 
ае оа Consideration) to a minor child (not being a married daughter) are to ре уа in the assessment af! 
the transferor (i.e. father or mother of the minor child who has transferred such assets). 
(3) Assets transferred to persons or association of persons: 
[Section 4(1)(a)(iii)] | 
` indivi i indi herwise than for ad | 
The value of assets transferred by the’ individual, directly or indirectly (ot adequa, 
Gonsidération) to a person or association of persons for the immediate or deferred benefit of the : 
(в) individual, his or her spouse, or | 
(b) upto assessment year 1992-93, individual, his or her spouse or minor child (not being a married 
daughter) or both, | 
shall be included in the net wealth of the individual. 


(4) Transfer of assets to an association of persons otherwise than under an irrevocable transfer: 
[Section 4(1)(a)(iv)] 
The value of assets transferred by the individual to a person or association of persons is to be included in| 
the hands of the transferor, if the transfer is by way of revocable transfer. . | 


In other words, if the transfer is by way of an “irrevocable transfer", the asset will not be deemed al 
belonging to the transferor. 


The expression “irrevocable transfer” as defined in the Explanation to section 4 means a transfer of assets 
which, by the terms of instrument effecting it, is not revocable for a period exceeding 6 years or during the life, 
time of the transferee, and under which the transferor derives no direct or indirect benefit. | 


A transfer of assets would not be considered as "irrevocable transfer" if the instrument of transfer contain! 
any provision of the re-transfer, directly or indirectly, of the whole or any part of the assets or income therefrom, 
to the transferor or in any way gives the transferor a right to re-assume power, directly or indirectly, over the! 
whole or any part of the assets or income therefrom. : | 

(5) Assets transferred by an individual to his or her son's wife or minor child: 
[Section 4(1)(a)(v)] 


The value of assets transferred by an individual, directly or indirectly (otherwise than for adequate! 
consideration) to his or her: | 


(a) son's wife, or 
(b) upto assessment year 1992-93, son's wife, or the son's minor child, 
on or after 1-6-1973 are to be included in the assessment of the transferor. 


(6) Assets transferred by an individual to a person or association of persons for the benefit of son's wife or son's minor child: 
[Section 4(1)(a)(vi)] | 

Where an individual has transferred assets on or after 1-6-1973 otherwise than for ad te со ideratiot 

to a person or association of persons directly or indirectly for the immediate or deferred benefit of оч | 
(a) son's wife, ог | 

(b) upto assessment year 1992-93, son's wife, or the son's minor child, | 

of such individual, such assets will be included in the net wealth of the individual. | 
| 

| (7) Transfer of assets referred to in any of the sub-clauses of section 4(1)(a) which are chargeable to gifl-tax or exempt from gift-lax | 
[Ist proviso to section 4(1)(a)] | 


| Under the Ist proviso to section 4(1)(a), the value of the assets referred to therein and transferred after U| 


end of the previous year relevant to the asses t z Yn 
included in the net wealth of the individual ev шеп; уваг 1971.72 and subsequent years by way of gift is 0 


A | 
exempt under section 5 of that Act. en though such gift is chargeable under the Gift-tax Act, 1958 at 


In connection with the above deemed assets it тау be noted that: 


(a) lt is not necessary that the transferred asset should 
the same form in which it was transferred, Thus, if dd pue 
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minor child (includes a step-child and an adopted child) which is used before 


of house property, share or securities, it is the value of the asset i ich i i i 
wealth of the individual and not the cash originally transferred! [Seco MCN is to be included in the net 


(б). Upto assessment year 1992-93, where the value of any assets is to be included in the net wealth of 
individual by virtue of section 4(1)(а) or section 4(1A), a Ча ашы will be allowed from such Un o di 
any debts owing on the valuation date by the transferee in so far as such debts are referable to such transferred 
assets [Section 4(3)(a)]. 


the valuation date for the purpose 


(8) - Interest of an assessee in a firm or an association of persons: 
[Section 4100) as amended w.e.f. 1-4-1989] 
The value of the interest in the assets" of the firm or association of an assessee who is a partner in a firm 
or a member of an association of persons determined in the manner laid down in Rules 15 and 16 of Schedule III 
(Refer page 231) will be included in the net wealth of the assessee. 


Where a minor is admitted to the benefits of partnership, the interest of such minor in the firm 
determined in the manner laid down in Rules 15 and 16 of Schedule III will be included: 


(a) upto assessment year 1992-93, in the net wealth of that parent of minor whose net wealth 
(excluding interest of the minor in the firm) is greater, TES 
(b) from assessment year 1993-94 and onwards, in the net wealth of the parent who is having greater 
net wealth or where the marriage of his parents does not subsist, in the net wealth of that parent who 
maintains the minor child in the previous year, : 
and where any such interest of minor is once included in the net wealth of either parent for any assessment year, 
any such interest in subsequent years will not be included in the net wealth of the other parent unless the 
Assessing Officer is satisfied, after giving that parent an opportunity of being heard, that it is necessary so to do. 


(9) Conversion or transfer of separate property of an individual into Hindu undivided family property: 
[Section 4(1A)] 

Sub-section (1A) of section 4 provided that where an individual being a member of a Hindu undivided 
family converted his personal property into Hindu undivided family property after 31-12-1969, by throwing it in 
the common stock of the family, he was deemed to have transferred the converted property through the family, to 
the members of the family, for being held by them jointly. The whole of such converted property shall be deemed 
to belong to the individual and will be included in his net wealth. 

Where an individual transfers his separate property, directly or indirectly, to the Hindu undivided family 
of which he is a member, for inadequate consideration, the value of such transferred property (even by way of 
gilt) will be included in the net wealth of the individual. . 

In the event of partial or total partition of the Hindu undivided family, the shares attributable to the: 

(a) spouse, or vci 
(b) upto assessment year 1992-93, spouse, or minor child, 


of the individual in the converted property will be included in the net wealth of the individual under the 
provisions of section 4(1). s x 
(10) Partial partition: 
{ [Section 20A] А 
With effect from 1-4-1980, partial partition of Hindu undivided families taking place after 31st December, 
1978 will not be recognised. x dad ae E Pe 
_ Where any such claim is made before the Assessing Officer that a partial partition of the Hindu un lividec 
family which Бан епо been assessed as undivided has taken place after 31st December, 1978, such family will 
continue to be liable to be assessed under the Wealth-tax Act as if no such partial partition had taken place. 2 
Further, each member or group of members of such family immediately before such partial partition and 
also the family itself will be Dd A severally liable for the tax, penalty, interest, or any other sum payable 
under this Act by the family in respect of any period, whether before or after the partial partition. The several. 2 
liability of any member or group of members will, however, be computed according to the portion of the joint — 
family property allotted to him or it at such partial partition. WA COR SU 
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For the purposes of section 20A, «partial partition" shall have the meaning assigned to it in clause (b) of | 

the Explanation to section 171 of the Income-tax Act (refer page 54). E Ё А | 

The provisions of section 20А are not applicable to a partial partition of a separate property converted | 

into Hindu отага family property after 31-19-1969 discussed under preceding item (9. эп page 247. | 
ect of certain transferred assets which are includible in the assessee's net wealti 

under section 4(1)(a) and 4(14): | 

[Section 4(3)] | 

1992-93, the value of any assets transferred by an individual to the categories of 


Upt ment year d -S60 
аре А clauses of section 4(1)(a) and 4(1А) is included in the net wealth of the individual | 


persons mentioned in the sub- S f - | 
the amount of the debts owing Бу the transferee on the valuation date in respect of such assets is to be allowed as | 


а deduction. Likewise, such individual (i.e. the tra I 
section 5 in so far as they are referable to such transferred assets. Section 4(3 


(assessment year 1993-94 and onwards). 
(12) Section 4(1)(a) not applicable to assets transferred by an individual before 1-4-1956: 

А [Section 4(4)] 
The provisions of section 4(1)(a) are not applicable in respect of assets transferred by an individual before | 
1-4-1956 and the value of the assets so transferred shall not be included in his net wealth. | 


(11) Tax exemption in resp 


nsferor) will also be entitled to exemptions mentioned in | 
) has been omitted w.e.f. 1-4-1993 


(13) Gift of money by mere book entries without actual delivery of money: 
[Section 4(5A)] | 
Section 4(5А) of the Act provides that where а gift of money is made by mere book entries and it is not! 


proved to the satisfaction of the Assessing Officer that there was actual delivery of the money at the time when the 
book entries were made, the value of such gift will be included in the net wealth of the donor. 


(14) Tax treatment of members of co-operative housin.:; societies: 
[Section 4(7)] 


A member of a co-operative housing society to whom a building or part of a building (і.е.; flat) has been | 
allotted, will be deemed to be the owner of such building or flat as the case may be. этэ ra 


| 
| 
| 
| 


5 EXEMPTION IN RESPECT ОЕ CERTAIN ASSETS: 
[Section 5] “ | 
Section 5 of the Wealth-tax'Act, 1957 enumerates various assets which are wholly or partially exempt from, 
wealth-tax: in | 
(A) Assets wholly exempt: 
(i) FROMASSESSMENT YEAR 1993-94 AND ONWARDS: | 
Upto assessment year 1992-93, vari E i 1 - ii) & i | 
мете БО or partially ешр under the Ер засаа салаа СА Beall псе 


the revised definition of the term ‘asset’ in section (еа) [for details, refer i i | 
following all other exemptions have been ues LEES ре ono 


(1) Property held under trust or other legal obligati 1 : A 
religious nature in India [Section 5(i)]. ega’ о ligation for any public purpose of a charitabl | 
= : : 5 | 

Exemption under this clause will not be allowed to the trust carrying on business unless— | 

(i) the business income of the trust is exempt under section 11(4A) of the Income-tax Act; 0 | 


(ii) the business is carried on instituti М ў 
or (23B) ог (255) of section 10 of the үр ee айыру ез oun ro, (22) ог e 


(2) The interest of the assessee in the coparcenary property of any Hindu undivided family of whid 


he is a member subject to th: iti Ter Ue 
applicable [Section Bo) е condition that provisions of section 4(1A) of the Wealth-tax Act 21 


(3) One residential building in the occupation of ex-ruler [Section БШ] 
(4) Heir-loom jewellery of ex-ruler [Section 5(iv)]. 


(5) Exemption will be allowed in respect of mon 
1 eys and the val i ia, 01 
value of assets acquired out of such moneys" brought into India, We RUE. ше 


Refer foo! 
12. Refer footnote Ng. Vf amipags B Qwan Varanasi Collection. Digitized by eGangotri 
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India, in cases where such persons return to India with the intention of permanently residing therein. This 
exemption willbe available for seven successive assessment years commencing with the assessment year 
d! next following the date on which such person returns to India. 


| ‚ Мопеуз standing to the credit of such person in a Non-resident (External) Account in any bank in 
{ India in accordance with the Foreign Exchange Regulation Act, 1973 and any rules made thereunder, on 
| the date of his return to India, shall be deemed to be moneys brought by him into India on that date 
| [Section 5(v) & Explanation 2 to section 5(v)]. i 


| i (6) From assessment year 1994-95 and onwards, one h rt of ah b i 
i individual or a Hindu undivided family [Section 5(vi)]. mue: OB PET OR Sa HORSE Sa 
| a-n z 2 
M n х Note: In my. opinion, circulars referred to in the notes appearing under item (B)(i) on page 251 
» will also apply to section 5(vi) as the provisions contained in the then section 5(1)(iv) are 
" the same as in the new section 5(vi). : 


Sub-sections (ІА) to-(4) of section 5 have been omitted w.e.f. 1-4-1993 (assessment year 1993-94 and 
onwards). This is consequent to increase in basic exemption to Rs. 15,00,000 and the restricted definition of the 
term assets in section 2(ea). | 

: : (й) ОРТО ASSESSMENT YEAR 1992-93: 


те! Assets which are exempt from  wealth-tax under section 5(1) of the Wealth-tax Act are listed separately on 
| pp- 234-237. However, some of the important exemptions are discussed below: 


(1) Property held under trust or other legal obligation for any public purpose of a charitable or religious nature 
in India [Section 5(1)(i)]. { 


Exemption under this clause will not be allowed to the trust carrying on business unless— 
(1) the business income of the trust is exempt under section 11(4A) of the Income-tax Act; or 


(ii). the business is carried on by an institution, fund or trust referred to in clauses (22) or (224) or (23B) or 
‚ (23C) of section 10 of the Income-tax Act. ; 


(2) The interest of the assessee їп the coparcenary property of any Hindu undivided family of which he is a 
| member subject to the condition that provisions of section 4(1A) of the Wealth-tax Act are not applicable [Section 
| 5(1)(i)). Е 

(3) The amount of any fee due to an assessee who is carrying on a profession (i.e., legal, medical, engineering or 
architectural profession or the profession of accountancy, or any other profession as may be notified by the Central 
Government) will be exempt from wealth-tax if such assessee maintains books of account on the cash system of 
accounting [Section 5(1)(xa)]. 


(4) Investment in Capital Investment Bonds is exempt provided the Bonds are owned by a person, being an 
individual or a Hindu undivided family, from the date on which he or it subscribed to the Bonds or for a period of 
atleast six months ending with the relevant valuation date, whichever is shorter [Section 5(1)(xvid) read with section 
5(8)(aa)]. | 

(5) Investment in notified debentures" of a public sector company is exempt provided the debentures аге owned 
by a person, being an individual or Hindu undivided family, from the date on which he or it subscribes: to the 
el debentures or for a period of atleast six months ending with the relevant valuation date, whichever is shorter [Section 
je 5(1)(xvie) read with section 5(3)(aa)]. - А 
d However, exemption in respect of debentures which are sold by a public sector company on or after 1-6-1988 will 
Es ‘be subject to the overall monetary ceiling of Rs. 5,00,000 [Section 5(1А) read with 2nd proviso to section 
| 5 
| 5(1А)]. ; . à E 
| (6) Investment in notified Relief Bonds (i.e., 9% Relief Bonds, 1987) is exempt provided Relief Bonds are owned: 
| 
| 


ot | 
he. 


i indivi Hindu undivided family, from the date on which he or it subscribed to RelicF 
ДЕ КЫЫ Mem six PUR ending with the aa valuation date, whichever is shorter [Section 
i 5(1)(xvif) read with section 5(3)(aa)]. к У | 
JA (7) Any deposits made under the National Savings Scheme referred to їй section 80ССА of the Income-tax Act 
| | [Section 5(1)(xxvb)]. Б Е ч 4 ЖУ 
* | W.e.f. 1-10-1991, any deposits made under апу scheme referred to in section S0CCA(1)(i) of the I.T. Act — 
йй (including National Savings Scheme) [Amended Sec. 5(1)(xxvb)]. Ў сд : MEE 
(8) The right or interest of the assessee in any annuity plan of the Life Insurance Corporation referred toin 
section 80CCA(1)(ii) of the I.T: Act [Section 5(1)(ххус)]. e aie quatre MA ЖАР 
fequi i company of the type referred to in section’ established with the main — 
SEE EE or end ps Бш of any one or more of the articles or things: specific ү 
in the list in the Ninth Schedule to the Income-tax Act is exempt for a period of five successive pera Jeans. 


13. List of notified debentures which are sold by a public сас CE 1988 and exemp i i t u/ is USE 1) ey a 
monetary ceiling of Rs. 5,00,000.is giyen о 39 of ERR, 1991-92 (53rd Year of Publication). — р : 
nonetary ceiling of Rs. 5,00,000 i» siyen on page as oL Varanasi Collection. Digitized by eGangotri — zi 
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i ear next following the date of issue of such shares. It may be noted that 
edle: d Able col niae. Ch equity m form part of the initial issue okeano a capital madet | 
; the company after 28-2-1975 [Section 5(1)(хха)]. List of such equity shares is m on pag: З E ds | 
A or more dwelling units (each having a plinth area of 99 square metres or less) used sole | 
i for ped TEE employed by the assessec in any plantation or industrial undertaking belonging to th, 
y: assessce is exempt from wealth-tax [Section 5(1) (xxxa)]. | 
| (11) Exemption will be allowed for five successive assessment y 
construction of one or more residential dwelling unit or units 15 comple 
dwelling unit does not exceed 80 square metres and the construction o 
[Section 5(1)(ivc)]. . ms " а 
ts made in specified assets! by an individual being non-resident Indian citizen an foreipn | 
m E шына» апа subscribed to in convertible foreign exchange in accordance with the provisions of d: 
Foreign Exchange Regulation Act, 1973 [Section 5(1)(xvic)]. : | | 
(13) Exemption will be allowed in respect of moneys and the value of assets brought into India, or the value of 
assets acquired out of such moneys!* brought into India, by persons of Indian origin or a citizen of India, in cases | 
where such persons return to India with the intention of permanently residing therein. This exemption will be 
available for seven successive assessment years commencing with the assessment year next following the date on which 
such person returns to India. | 
Moneys standing to the credit of such person in a Non-resident (External) Account in any bank in India in 
accordance with the Foreign Exchange Regulation Act, 1973 and any rules made thereunder, on the date of his return 
to India, shall be deemed to be moneys brought by him into India on that date [Section 5(1) (xxxiii) & Explanation? | 
to section 5(1)(xxxiii)]. | 
(14) Exemption will be allowed in the case of non-resident Indian citizens in respect of the value of equity shares | 
owned by them in companies engaged іп the manufacture or production of the articles or things specified in Schedule | 
rt II to the Wealth-tax Act or which are certified by the prescribed authority to have undertaken the export of a specified | 
"n percentage of the total production. This exemption will be available where such shares form part of the initial issue of | 
4d equity share capital made by the company after 31-3-1976 or the shares form part of an issue of equity share capital | 
a certified by the prescribed authority to have been made by the company after the said date for the purposcs d 
expansion or diversification of its industrial undertaking [Section 5(1) (xxxiv)]. 


ears next following the date on which T 
ted provided the plinth area of each of such | 
f such unit has begun on or after 1-4-19% | 


| 
i 


(15) Investment in the bonds specified in section 10(15)(iid) of the Income-tax Act is exempt in the case of | 
individual who is a non-resident Indian [as defined in section 115C(e) of the Income-tax Act]. It will also be exemptia | 
^ the case of nominee or survivor of such individual or donee who receives the said bonds from such individual [Section | 
ii 5(1)(xvig)]. | 
A (16) Deposits made by any retiring employee of Central Government or a State Government or a public sector | 


company, under the scheme referred to in section, 10(15)(iv)(i) of the Income-tax Act, is fully exempt without an} | 
monetary limit [Section 5(1)(xxviic)]. 


(B) Assets partially exempt": 
(5) One house or part of a house belonging to an assessee: | 
[Section 5(1)(iv)] | 
Assessment years 1986-87 to 1992-9317: | 


Separate exemption of Rs. 2 lakhs available in respect of one house or part of a house Ё t year 1985-86 
has been replaced by a consolidated exemption limitupto a maximum amount of Rs. 5 lakhs ie oer ОРЕН finance 
assets mentioned in section 5(1A) including exemption in respect of one house or part of a house referred to in section | 


5(1)Gv). 


14. Specified assets in relation to assessment year 1984-85 and onwards are: i | 

> (i) Shares in an Indian Company. : : 
(ii) Debentures issued by an Indian company which is not a private Company. | 
(iii) Deposits with an Indian company which is not а private company. | 
(iv) Any зесигиу of Central Government as defined in section 2(2) of the Public Debt Act. ! | 
P Such es am denm Government may specify in this behalf by notification. | 

15. erson 5 e deemed to be of Indian origin i i i 

' 16. prd: casc of a person referred to above, E ra DUET el ey Serra menor tae | 


Zee eeN TAE SEAT NUN om cel te кш! the value of assets brought by him into India and the value a Р 


exemption. The exemption will, however, be limited to a period of s Preceding the date of his return and at any time thereafter will quate 


next following the date on which such person returned to India, even successive assessment years commencing with the assess 


17. From assessment, year pos А ап BPE аана кее ЫНЫП Бие бро Gage are wholly exempt from Wealth 
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EXEMPT ASSETS 
To illustrate, if the investment in respect of shares, bank deposi i i 
gy rr : | ] posits, units, etc. is Rs. 1,45,000 and the value of 
Т O00) house is Rs. 3,50,000, then, the exemption available under section 5(1A) will be Rs. 4,95,000 (Rs. 1,45,000 + Rs. 


NOTES: (1) Exemption u/s. 5(1)(iv) is available even for hi ia ide Ci 
ааа 297-1975] en for houses used for commercial purposes [Vide Circular letter F. 
(2) Where a proper 
exemption u/s. 
dt. 26-8-1969]. 


(ü) Rights under any patent or copyright belonging to the assessee: 


[Section 5(1)(v)] 


This clause provides that the rights under any patent or copyright will be exempt from wealth-tax only in the hands of 


the inventor or author thereof and not in the hands of any other person who has acquired them under a contract or by way 
of inheritance or otherwise. ї 


ty is jointly held in co-ownership, each of the co-owners will be entitled to claim 
5(1)(iv) subject to monctary ceiling limit [Vide Board's F. No. 10/69/69-W.T.., 


(ii) The right or interest of the assessee in any policy of insurance before the moneys covered by the policies 
become due and payable to the assessee: 
[Section 5(1)(vi)] 
This exemption will be available only if the premia in respect of an insurance policy are payable over a period of 10 


years or more. A proportionate exemption will be available in cases where the premia are payable over a period of less than 
10 years. 


To illustrate, where premia on a policy are payable for a period of 7 years, only 7/10th of the assessee's right in the 
insurance policy will be exempt and the balance will be included in his net wealth. 


(iv) Exemption of personal effects such as furniture, household, utensils and other articles intended for personal use of the assessee: 
[Section 5(1)(viii)] 
(a) FURNITURE, UTENSILS OR OTHER ARTICLES INTENDED FOR PERSONAL OR HOUSEHOLD USE: 
These are fully exempt from wealth-tax Act. However, the exemption will not be available in respect of furniture, 
utensils or other articles made wholly or partly or which contain (whether by way of embedding covering, or otherwise), gold, 
silver, platinum or any other precious metal or any alloy containing one or more of such precious metals. Jewellery which 


includes ornaments made of gold, silver, platinum or any other precious metal, though intended for personal use, does not 
qualify for exemption. 


,(&) CONVEYANCE OWNED BY THE ASSESSEE: 
“Conveyance” means any motor car or other mechanically propelled vehicle, aircraft or boat. A “conveyance” owned 
by an assessec falls within the purview of section 5(1)(viii) and is exempt from wealth-tax to the extent the valuc thercof does 
not excced Rs. 75,000 [2nd proviso to section 5(1)(viii)]. 


(v) Tools and instruments necessary for carrying on profession or vocation: 
[Section 5(1)(x)] 
The value of tools and instruments necessary to enable the assessee to carry on his profession or vocation is exempt 
upto Rs. 50,000. ) 


(vi) Exemption in respect of certain investments: 
i 1 [Section 5(1)(xvi)] E. 
The nature of the financial assets which qualify for exemption ч/з. 5(1)(xvi) within the overall monetary limits as 
mentioned in section 5(1A) is given on page 235. The overall monetary ceiling of exemption of such assets is Rs. 5,00,000; 


(vii) ` Shares in any Indian company: 
[Section 5(1)(xxiii) ` 
Shares in Indian company other than those specified in section 5(1)(xxa) (Refer sub-item (9) of item (ii) on page 249] 
are exempt in the hands of individual and Hindu undivided family. The exemption is subject to overall monetary ceiling of 
Rs. 5,00,000 [Refer item (xii) on page 252] and minimum period of holding of 6 months ending with the valuation date 
[Refer item (xiii) on page 253]. ; 


(viii) Shares in, deposit with, a co-operative society/co-operatiue housing Society: 
[Section 5(1) (xxviii), (xxix) & (xxx)] — kisses 

tioned assets are exempt. Overall monetary ceiling of Rs. 5,00,000 [Refer item (xii) on page 352] and. 
КҮ к ын of holding of 6 months chang with the valuation date [Refer item (xiii) on page 253) will apply to shares 
in any co-operative society and deposits with a co-operative society (other than co-operative housing society) made bya _ 
member thereof. Such limits will not apply to deposits with a co-operative housing society made by a member th 
whom a building or part thereof is allotted or leased under a house building scheme of the society and the depo: 


Accordance with such schemes o Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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EXEMPT ASSETS 
(ix) Deposits with housing/town development authority, etc.: 
[Section 5(1)(xxviib)] 
Such deposits are exempt subject to overall monetary ceiling of Rs. 5,00,000 [Refer item (xii) hereafter] and minimug 
period of holding of 6 months ending with the valuation date [Refer item (xiii) on page 253]. 
(x). Deposits made with the National Housing Bank: 
[Section 5(1)(xxviid)] | 
Such deposits are exempt subject to overall monetary ceiling of Rs. 5,00,000 [Refer item (xii) hereafter]. There is по | 
minimum period of holding (i.c., 6 months) for claiming this exemption. 


(xi) Exemption of assets forming part of an industrial undertaking: | 
[Section 5(1)(xxxi) & 5(1)(xxxii)] ; | 


The value, as determined їп the prescribed manner, of assets (not being land or building or any rights therein) | 
forming part of an industrial undertaking belonging to the assessee, as also the value of his interest in the assets which form | 
part of an industrial undertaking belonging to a firm or association of persons of which the assessee is a partner or a member 
is exempt from wealth-tax subject to an overall limit of Rs. 5,00,000 as specified in section 5(1A) in respect of the financial | 
assets. 

Under the Explanation to section 5(1)(xxxi). an "industrial undertaking" means an undertaking engaged in the | 
business of generation or distribution of electricity or any other form of power or in the construction of ships or in the | 


manufacture or processing of goods or in mining. 
(xii) Exemption of specified financial assets upto an aggregate value of Rs. 5,00,000!*: 
[Section 5(14)] | 


For ready reference, I give below a chart of the financial assets specified in section 5(1A) which qualify for exemption | 
upto monetary ceiling of Rs. 5,00,000 in respect of assessment years 1991-92 & 1992-93: 


Section 5(1) Nature of financial asset which is exempt within the overall monetary limit of Rs. 5,00,000 


Clause No. | 
SEDME oa OO аслы denen PUR. tel Writes terne rnt oe Ыйы e олиш Ысы шй. e roD se oncle tees INE 
(v) One house or part of a house. ao Rr : | 
(xvi) 10-year treasury certificates, 15-year annuity certificates, deposits in post office savings banks, post office | 
cash certificates, post office national savings certificates, post office national plan certificates, 12 year | 
nauona plan savings certificates, 10-year defence deposit certificates and 12-year national defence | 
certificates. | 
(хуїе) Notified debentures which are sold by a public sector company on or after 1-6-1988. | 
(xxii) Securities of the Central Government or State Government. ! 
(ххш) Shares іп Indian companies. | 
(xxiv) Debentures issued by co-operative societies or notified institutions. | 
(xxiva) Units of a Mutual Fund specified in section 10(23D) of the Income-tax Act. . | 
(хху) Units in the Unit Trust of India. | 
(ххуа) Deposits under National Deposit Scheme. i | 
(xxvi) Deposits in banking companies including deposits mad d i banks | 
including land mortgage and land GG Bees EGER Spee rami m | 
(xxvii) Deposits with an approved financial corporation which i i idi for 
шч доре in India. Deren with ТЕЕ Fe оа лол Bred in i ia 
with the main object of carrying on the busi idi H i у 
P A Rod aS EM a iim usines of providing long-term finance for construction or pu 
(xxviia) Deposits with the Industrial Development Bank of India. i 
(xxviib) Deposits with any authority created by Central or Stat ы Жр үг 
i accommodation or for planning, ТОКЕ ог шшш ыо h tae See варана Riu | 
(xxviid) Deposits made with the National Housing Bank. : к 3 | 
(xxviii) Shares in any co-operative society. | 
= > E арени dnd ppe К co-operative banks and housing society). | 
ЖЕН ined in the prescribed manner, of the i i inf 
(xxxi) Jod or building or any rights therein) forming part oF an aam rE R ms euer [e 
ES longing to a firm or an association of persons of which the аззеззее is a partner pum The case may Ja 
———— 4 35 


18. From assessment year 1993-94 nd rds, : inj Р \ A». 
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EXEMPT ASSETS/TRUSTS 
The monetary ceiling of Rs. 5,00,000 is not, however, applicable to: 


1. Cumulative Time Deposits in Post Office Savin ware ear re 2533 
Hu а: 2 зїп. ‹ gs Bank and the amount standing to the credit of an assessee 
‘ "in any provident fund maintained by his employer or which is a recognised provident fund or any provident 
fund set up by the Central Government viz. Public Provident Fund Scheme, 1968. ` "RUM 
2. Investments in “Gold Bonds, Capital Investment Bonds, notified Relief Bonds (i.e. 9% Relief Bonds, 1987), 
Special Bearer Bonds, 1991, notified debentures of à public sector Company”, deposits made under the 
National Savings Scheme referred:to in section 80CCA of the Income-tax Act & the right or interest of the 


assessee in any ‘annuity plan of- the. Life Ins С i in section: ii 
тана ур urance Corporation peered to in section 80ССА(1)(и) of the 


3. Sharesin new industrial companies referred to in section 5(1) (xxa). 


Additional exemption in respect of deposits under National Deposit Scheme: © 
ASSESSMENT YEARS 1991-92 & 1992-932: 
The 3rd proviso to section 5(1A) provides that if the overall value of financial assets under clauses (ху), (xvi), (xxii) to 
(xxv), (xxva) (xxvi), (xxvii), (xxviia), (xxviib), (xxviid), (xxviii), (xxix); (xxxi) & (xxxii) is of Rs. 5,00,000 or more, an 
additional exemption in respect of deposits under National Deposit Scheme [Clause (xxva)] will be allowed subject to a 
maximum of Rs. 25,000. ў dt ii : ET 4 
(xiii) Exemption available where assets are'held for'a certain period”: 
бт [Section 5(3)] Ness 
The exemption in respect of investment in the specified financial assets upto an aggregate value of Rs. 5,00,000, will 
be available only, in respect of such assets as are held for a period of atleast six months ending with the valuation date. 


Consequently, in the case of bank deposits, only the lowest credit balance during the last six months ending with the 
valuation date and not the balance as on the valuation date will qualify for exemption. 


The minimum period of six months holding from the valuation:date does not apply to: 
(1) shares in Indian companies which were first issued by the company through prospectus [Section 5(3)(a)]; 
(2) Capital Investment Bonds referred to in clause (xvid) subscribed to by the assessee [Section 5(3)(аа)], 
(8) Notified debentures of a public sector company referred to in clause (xvie) subscribed: to by the assessee 
[Section 5(3)(2a)],  „... озод " vro; F 
(4). Notified Relief Bonds: (i.e. 996 Relief Bonds; 1987) referred to in section 5(1)(xvif) subscribed to by the 
assessee [Section 5(3)(аа)], i> : eub rs 19957 “ inani 
(5) deposits under: (a) National Deposit Scheme referred to in clause (xxva) & (b) the National Savings Scheme 
referred to in clause (xxvb) [Section 5(3)], +- Үк , F S 
(8) right or interest of the assessee in any annuity plan referred to in clause (xxvc) [Section 5(3)], 
(7) one house or part of a house referred to in clause (iv) [Section 5(3)], and TRER 
(8) deposits with National Housing Bank referred to in clause (xxviid) [Section 5(8)].. Р | 
The exemption in respect of any specified financial asset will not be denied on the ground that it was held for less than - 
six months ending with the valuation date if such asset has beeni acquired by the assessee by conversion of, or in exchange 
for, or with the proceeds of any other asset exempt from wealth-tax, within a period of 60 days of the conversion or exchange 
[Explanation to section 5(3)]. Even if a house [exempt under section 5(1)(iv)] is sold and converted into specified financial 
asset within a period of 60 days of sale, exemption will be available even though the said financial asset is held fora period 
of less than 6 months, provided the total period of holding of the original asset (house'in this case) and the said financial 
asset exceeds 6 months. . i ттм Ri ; ` е Fa 
(xiv) Exemption available to a partner/member in respect of exempt assets owned by the Sirmfassociation of persons: "e 
a n . "(Secion5(] | tado ibat ode о НИ 
W.e.f. 1-4-1989 (assessment years 1989-90 to 1992-98"), where the assessee is a partner of a firm or member of an 


iati AOP) and the firm/AOP owns any'assets which are exempt u/s. 5(1), then, value of his interest in the 
rao ane Ка БАУКЕ the value of a part of each such asset of the firm/AOP in the same proportion in which 
he is entitled to share profits of the firm/AOP and exemption u/s. 5(1) will be allowed to him in respect of such asset on the 


basis of such proportionate value. Р 


LIABILITY TO ASSESSMENTS INSPECIALCASES р 
= . (1). Charitable or religious trust: . изэ л da d byan tard 
(Section 21A) ze 


Where any property is held under trust for any public purpose‘of a charitable ‘or religious nature ii Тайз, tax shall be A 
recoverable from the trustee in respect of the property held.by him under IE jr roa Jae ES oma iR 3E 


weasel dry olnee ah (Oy «edt Sicut 
TUS ified i а public sector:company on or after:1-6-1988 will be subjec 

. 19, Exemption in respect of such notified debentures which are sold by a public secte о : Peel 
to the overall Ex AD ceiling of Rs. 5,00,000 u/s. 5(1A) read with 2nd proviso to section 5(1A). АКЕ Lex : 


20. From assessment yore LORCA and ATARI EAST referred yo in Demi (an page ало qe wholly Pus s 
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(а) at the maximum marginal rate?! (without any initial exemption limit stated in the rate schedule), upto 
assessment year 1999-93, 

(6) at the flat rate of 1% on net wealth exceeding Rs. 15,00,000, from assessment year 1993-94 and onwards, 

if the trust forfeits exemption by reason of any of the following factors, namely: NDA 

(i) any part of the trust's property ог any income of the trust, including income by way of volunta 
contributions is used or applied, directly or indirectly, for the benefit of any person referred to in section 13(3) of the 
Income-tax Act, e.g., the settlor, the trustee, their relatives, etc.; or 1 enn 

(ii) any part of the income of the trust, created on or after 1st April, 1962, including income by way of volunta 
contributions, enures, directly or indirectly, for the benefit of any person referred to in section 18(3) of the Income- 
tax Act, or : 

(iii) any funds of the trust are invested or deposited ог any shares in a company are held by the trust, in 
contravention of the investment pattern for trust funds laid down in section 13(1) (d) read with section 11(5) of the 
Income-tax Act. à : 

Upto assessment year 1992-93, in the above cases, where the maximum marginal rate'!, is applicable, the trustees of 
the charitable & religious trusts will not be entitled to exemption under any of the clauses of section 5(1) of the Wealth-tax 
Act. da ñ : ' 

However, the provisions of section 21A will not apply in the following cases: E 


(1) where any part of such property or any income of such trust is used or applied for the benefit of any person 
referred to in section 13(3) of the Income-tax Áct, in compliance with a mandatory term of the trust (created before 
1-4-1962), no wealth tax shall be leviable since the provisions of section 21A(i) do not apply. 

(2) upto assessment year 1992-93, where the investment by the trust, in a concern in which the author or trustee, 
etc. have substantial interest, does not exceed 596 of the capital of the said concern, the exemption will be forfeited in 
respect of such investment alone and other assets of the trust will qualify for exemption. ) 

(3) where the charitable and religious trust is entitled to exemption from income-tax in respect of their income 
under clauses (21) or (22) or (22А) or (23B) or (23C) of section 10 of the Income-tax Act. 


(2) Taxation of the net wealtli of private discretionary trusts: 
[Section 21(4)] 
Upto assessment year 1992-932, section 9 1(4) provides as under: 


(1) a discretionary trust (i.e., the trust in which the shares of beneficiaries are indeterminate or unknown) will be 
liable to wealth-tax at the flat rate of 3% (without any initial exemption limit stated in the rate schedule) or the 


appropriate higher rate of wealth-tax applicable to resident individual who is a citizen of India, whichever course is 
more beneficial to the revenue; 


(2) the trust will be regarded as a discretionary trust and assessed to wealth-tax in the manner stated above 
unless the beneficiaries and their shares are expressly stated in the instrument of trust or wakf deed, as the case may 
be, and are ascertainable as such on the date of such instrument or deed; 


(3) the wealth-tax will be leviable at the rates applicable to an individual who is a citizen of India and resident in 
India subject to the fulfilment of the conditions given hereunder: ` ` KRAGE 


(а@) none of the beneficiaries has net wealth exceeding the amount not chargeable to wealth-tax and none of 
such beneficiaries is a beneficiary under any other trust; or | Suus 


;.. —Incaseswherea person has created more than one discretionary trust by "will", the whole of ihe net wealth of the trust 
without taking Into account the initial exemption will be taxed either at the flat rate of 3% or at the Scheduled rates 
applicable to a resident individual who is a citizen of India, whichever course is more beneficial to the revenue. 


However, the flat rate of 3% is not applicable in cases where the assets are held by the trustees on behalf of a provident 
fund, superannuation fund, gratuity fund, pension fund or any other fund, created bonafide by a person carrying on a 
business or profession for the benefit of employees of such business or profession. 

Further, while computing the net wealth of such discretionary trusts, exempti rail ssi : 23 of 
sub-section (1) of section 5 will not Бе allowed. ` Hn zi pesado under ШАЯ чави d 

(8) Taxation of Oral trusts”; 
[Section 21(4A)] 

W.e.f. from 1-4-1981, a trust which is not declared by a duly executed instrument in 


trust declared by a duly executed instrument in writing іа statement in wing iat nall be deenied bobas 


duly signed by the trustee or trustees 


21. The maximum marginal rate of wealth-tax, for assessment years 1991-92 & 1999-93 is 2%. 


22. Provisions of section 21 are not applicable in rel ti essm. т тш É ; 
sub-section (6) in section 21 by the Finance A 1992. px qd СЕНЫ апаа nent years vide newly inserted 
23. Clauses are (xv), (xvi), (xxii), (xxiii), (xxiv), ; er cp "m : 
Ag RUM (xv) (xvi), (xxii); (xxiii) (xis) (xxv), (xxvi), хун), (ххуйшй) & (ххїх) of sub-section (1) of Section’ [Explanation 
24. Refer footnote No. 22 above. i ј жы. eui da К 
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setting out the purposes of the trust, particulars as to the trustee or trustees, beneficiaries and the trust property, is 
forwarded to the Assessing Officer within the specified time limit. Where the trust has been declared before Ist Junc, 1981, 
the specified time limit will be three months from that date and in any other case, within three months from the date of the 
declaration of the trust, Such trust will be treated as an oral trust if the said statement is not furnished within the specified 

Where assets chargeable to wealth-tax are held by a trustee of an oral trust, the wealth-tax will be levied and recovered 
from such trustee at the flat rate of 396 or at the rates applicable to aresident individual who is a citizen of India, whichever 


course is more beneficial to the revenue. Further, such an oral trust will not be eligible for exemption in respect of assets 
referred to in specified clauses” of sub-section (1) of section 5. 


(4) Association of persons: 
[Section 21AA] 

W.e.f. 1-4-1981, where assets chargeable to wealth-tax are held by an association of persons and the individual shares 
of the members ofthe association in the income or assets or both are indeterminate or unknown (on the date of formation of 
the association or at any time thereafter) the net wealth of such association will be taxed: (a) for assessment years 1991-92 & 
1992-93, at the maximum marginal rate i.e., the rate of wealth-tax applicable in relation to the highest slab of wealth in the 
case of an individual as specified in Part I of Schedule I, and (b) from assessment year 1993-94 and onwards, at the flat rate 
of 1% of net wealth exceeding Rs. 15,00,000. Further, upto assessment year 1992-93, such an association of persons will not 
be eligible for exemption in respect of assets referred to in specified clauses'* of sub-section (1) of section 5. 


The provisions of this section are not applicable to a company or a co-operative society and society registered under 
the Societies Registration Act, 1860. ү ы 


(5) Taxation of residuary wealth in the hands of the trustees: - 
[Section 21(1A)] 

Upto assessment year 1992-93, where the value of corpus of the trust is greater than the aggregate value of life 
interest and interest of remainderman, such excess value will be subjected to wealth-tax under section 21(1A) in the hands of 
the trustees as if such excess value were the net wealth of an individual who is a citizen of India and resident in India and will 
be liable to wealth-tax at the flat rate of 396 or at the rates applicable to a resident individual who is a citizen of India, 


whichever course їз more beneficial to the revenue. Refer illustration on page 249 of I-T.R.R. 1991-92 (53rd Year of 
Publication). р z х > 


(6) Wealth-tax in the case of companies including closely held-companies: 
From assessment year 1993-94 and onwards: ‘ 
Under section 3(2) of the Wealth-tax Act, all companies will be charged to wealth-tax at the flat rate of 1% 
of net wealth exceeding Rs. 15,00,000. Wealth-tax is chargeable in respect of the assets specified in section 2(ea) 


as detailed in item (7)(A) on page 239. Provisions contained in the Wealth-tax Act will apply to companies. For 
example, refer page 226. | 


(7) Wealth-tax in the case of closely-held companies”: 
(Section 40 of the Finance Act, 198338) 
ds t i Upto assessment year 1992-93; 


; The levy of wealth-tax in the case of closely-held company on its net wealth comprised of specified assets*®wherever 
Idcated belonging to the company is at a flat rate of 2% without any exemption limit. 


The wealth-tax is leviable in. the case of closely-held company, not being a company in which the public are 


‘substantially interested within the meaning,;of section 2(18) of the Income-tax Act. 


The wealth-tax is leviable'on the company's net wealth:being market value of specified assets® [as detailed in section . 
40(3) of the Finance Act, 1983] belonging to it on the valuation date less the debts which are secured on, or which have been 
incurred in relation to, the specified assets. However, where any debt secured on any specified asset belonging to the 
company is incurred for the benefit of any other person, or is not represented by апу specified asset belonging to the 
company, such debt will not be taken into account. Y ; 

Upto assessment year 1991-92, the value of the specified assets shall be estimated, to be the price which in the opinion 
of the Assessing Officer, it would fetch if sold in the market on the valuation date. However, for assessment year 1992-98, the 


95. Glauses are (xv), (xvi), (xxii), (xxiii), (xxiv), (xxv), (xxvi), (xxvii), (xxviii) & (xxix) of sub-section (1) of section 5 [Explanation 2 
- zd 4)]. ETT ; DD i С] = 2 j à 
to dis chess are (xv), (xvi), (xxii), (xxiii), (xxiv), (xxv), (xxvi), (xxvii), (xxviii) 8: (xxix) of sub-section (1) of section 5 [Explanation to 
section 21АА]. п > iv Tides N 
97. Refer footnote No. 22 on page 254. sme aden А isso 
y the Fi Act, 1983 is omitted w.e.f. 1-4- assessment year -94 and onwards). АЦ companies will be 
dud Ene the fer of 1% of net wealth excceding Rs. 15,00,000. For further details, refer item (6) above. aN 
29. For the list of specified assets on which wealth-tax is leviable: (a) upto assessment усаг 1991-99, refer page 245 of LTR.R. 


icati for assessment 1992-93, refer page 224 of L'CRR. 1999.93 (54th Year of Publ 
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RETURNS 

shall be either its value as on valuation date determined as per rules in Schedule III to the 
-sheet of the company, on the valuation date, whichever is higher, All the | 


provisions of the Wealth-tax Act [except the exemptions in respect of assets listed u/s. 5, (upto assessment year 1991-99) | 


i the t OTT А і ion 45(d) and ther. | 
valuation of business assets [section 7(2)(a)], exemption in respect of companics referred to in section j ate of | 
wealth-tax] will apply as if de provisions contained in section 40 of the Finance Act, 1983 formed part of thé Wealth-tax Act, | 


For example, refer page 199 of I.T.R.R. 1992-93 (54th Year of Publication). 


MISCELLANEOUS: 
(1) Return of wealth: 
(Section 14) | 
The notes given hereunder relate to furnishing the return of net wealth for the assessment year 1989-9) | 
and subsequent years. | 
Where the net wealth of an assessee, including the net wealth of any other person in respect of which he is | 
assessable (for instance u/s. 4), exceeds the taxable limit, he has to voluntarily file the return of net wealth under | 
section 14(1) on or before the due date prescribed under section 139(1) of the Income-tax Act. The due dates for | 
filing the return of income under section 139(1) for various categories of assessees, are аз under: | 


(A) In relation to assessment year 1994-95 and subsequent years: 


value of the specified assets shal 
Wealth-tax Act or its value, disclosed in the balance 


(1) Where the assessee is a company By.80th November, | 
(2) Where the assessee is a person, other than a company: 

(а) (1) who is required to get his accounts audited under the Income-tax Act or, | 

апу otherlaw, ог (2) where the report of an accountant is required to be | 

furnished u/s. 80ННС or 80HHD of the Income-tax Act . . x E By 31st October | 


(b)- deriving income from business or profession and is not required to get his 


accounts audited as stated in 2(a) above By 31st August | 


‚ (6) In any other case other than 1, 2(a) & 2(b) above DURENT D uw à By 30th June. 
j (B) In relation to assessment gears 1 989-90 to 1993-94: 
(1) Where theassesseeisacompany .. .. .. .. ee we 0 0€ By 31st December 


(2) Where the assessee is a person, other than a company: 

(a) (1) whois required to get his accounts audited under the Income-tax Act or any 
other law or (2) upto assessment year 1992-93, in the case of a partner of a firm 
where the accounts of the firm are required to be so audited, or (3) where the 
report of an accountant is required to be furnished u/s. 80HHC or 


. 80HHD of the Income-tax Act . . ЕС c BY 318: Осіорет 
(b) deriving income from business or profession and is not required to get his 
accounts audited as stated in 2(a) above ES D 99 d on By 81st August”? 


(3) In any other case other than 1, 2(a) & 2(b) above PPG? qq хавз ed By 30th June?*. 


The above dates are mandatory. The Assessing Officer does not have power to extend the due dates) 
mentioned above. Assessing Officer will not issue notice under section 14, if the assessee has not filed a return of! 
net wealth. But he may issue such a notice under section 16(4)(i), if the assessee has not filed a return within the! 
time allowed as above. To illustrate, if the return of net wealth for the assessment year 1994-95 is not filed Бу! 
30-6-1994, by an assessee falling under (3) above, Assessing Officer may issue notice under section 16(4)(i) to the| 
assessee to furnish the said return, on or after 1-7-1994. The return of net wealth which shows net wealth below] 
the maximum amount which is not chargeable to tax shall be deemed never to have been furnished. 


_. . Where an assessee files return of net wealth after the due date mentioned above, interest at the rate of 27 
for every month or part of a month on the amount of tax payable on the net wealth as determined u/s. 16(1)(i) 0 
on regular assessment, will be levied for the period of delay i.e. from due date of furnishing the return to the 

of furnishing the return. If the return is not furnished at all, the interest will be levied from the due date 9 
furnishing the return to the date of completion of assessment u/s. 16(5). No penalty, as hitherto, is leviable for, 
delay in furnishing the return [Section 17B]. ; iE 1 | 


Where a return has not been furnished within the time allowed under section 14 1) or under a notic 
issued under section 16(4)(i) or where it has been furnished but some omission or wrong DER is discove | 
therein, section 15 permits ап assessee to file a return ог a revised return, as the case may be, at any time befor! 


the expiry of one year from the end of the relevant assessment year or b z "m 
whichever is earlier. year or before the completion of the assessme | 


| 
| 
i 
| 
| 
} 
| 
| 
j 


30. For assessment year 1991-92, the assessees who were required to file return b - i EA file d 
return, in either case, by 5110-1991 [Vide Е No- 148/7/91-TPL dt. 6-6-1991. 190 TIR (i e ЖУ 6-1991/31-8-1991 are:permitted to Ёё 
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ASST/TIME LIMIT 


(2) Self-assessment: 
(Section 158) 


furnished 1 ny tax is payable on the basis of the return of net wealth required to be 
urnished under sections 14 or 15 or 16(4)(i) or 17, then, such tax shall be paid before the filing of the return and 
the return shall be accompanied by proof of payment of such tax (i.e., self assessment challan). Interest, if-any, 
payable for delayed filing of return of net wealth u/s. 17B, such interest upto the date of furnishing the return 
also should be paid alongwith self-assessment tax. Where the amount paid on self-assessment falls short of tax 


and interest payable on the basis of the return, the amount paid will be first adjusted against the interest and the 
balance, if any, against the tax payable. | 


Under section 15B, where а 


For the failure to pay the self-assessment tax, the аѕѕеѕѕес would be deemed in default u/s. 15B(3). 
However, there is no provision to levy penalty for such default under substituted section 15B(3). 


(3). Assessment procedure: 
(Section 16) 


The assessment procedure under the Wealth-tax Act for assessment year 1989-90 and onwards is similar 
to that of Income-tax. Refer Sub-items (A) to (C) of item (ii) on pp. 153-155. 


From assessment year 1989-90 and onwards, if after making the adjustments [Refer (1) to (3) of sub-item 
(A) on pp. 153-154] the net wealth exceeds the net wealth declared in the return, the Assessing Officer will | 
an additional wealth-tax at the rate of 20% ОЁ the tax payable on such excess amount?! and specify su 
additional wealth-tax in the intimation to be sent to the assessee u/s, 16(1). If refund is due to the assessee in such 
cases, the refund will be reduced by the amount of such additional wealth-tax. 


` The additional wealth-tax will be. increased or reduced, iB the amount on which such additional wealth-tax 
was levied is increased or reduced in appeal or revision or rectification. It may be noted that the interest 
chargeable under section 17B is not, payable on the amount of additional wealth-tax. i ; 


The revised return filed u/s. 15 will also be subject to additional wealth-tax u/s. 16(1В), on the same lines 
as in the case of income-tax as explained on page 155. _ 


For failure to pay the demand made on regular assessment within 30 days from the date of receipt of the 
notice of demand, the assessee will be liable to pay interest u/s. 31(2) and penalty u/s. 32. Where the period of 
default in paying the regular demand commences before 31-3-1989 and ends after that date, the interest will be 
payable at the rate of 1596 p.a. upto 31-3-1989 and thereafter at the rate of: 11496 for every month or part of a 
month. : х ; 


(4) Time limit for completion of wealth-tax assessments or re-assessments: 


(Section 17А) 
Section 17À prescribes the time limits for completion of assessments or re-assessments as under: 
Type of assessment : Time limit for completion of 
ind assessment or re-assessment 
(1) ‘Regular assessment made u/s. 16 for assessment year 1989-90 "Two years from end of the relevant 
and onwards : assessment year. For example, for 
assessment year 1994-95, the time 
limit is 31-3-1997. 

(2) Assessment or re-assessment made u/s. 17 where the notice u/s. |J Two years from the end of ‘the 
17(1)(a). & 17(1)(b) is served relating to assessment year financial year in which such notice 
1987-88 and onwards was served; = оз 

(8) Fresh assessment is to be made in pursuance of an order u/s. 23 Two years from the end of the 
or 24 or 25 setting aside or cancelling an assessment was passed financial year in which order u/s. 
during the financial year ending on 31-3-1988 and onwards 23 or 24 is received by, or the order 


u/s. 25 is passed by, the Chief 
Commissioner or Commissioner, — 


т ble on such excess amount" means the difference between the tax on the net wealth (Le. net wealth return d ы 
үшин уа the tax on net wealth as reduced by the amount of adjustments. = 
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PENALTY CHART/EXEMPT SHARE LIST 


(5) Penalty for failure to furnish returns, to comply with notices and concealment of assets, etc.: 
The penalty chart in respect of various defaults is given hereunder. 
APPLICABLE FROM ASSESSMENT YEAR 1989-90 & ONWARDS: 


Nature of default Penalty imposable 
Under Section 18(1)(b): Failure to comply with a notice: : 
under section 16(2) or 16(4) 


Under Section 18(1)(c): Concealing the particulars of any 
assets or furnishing inaccurate particulars of any assets or 


Rs. 25,000 for each such failure. 


tax sought to be evaded (i.e. the difference between the ' 


debts tax on net wealth assessed and the tax on such assessed 
net wealth as reduced by the amount of concealed 
wealth). : * , 

Notes: (1) No penalty shall be imposable for default u/s. 18(1)(b) if assessee proves that there was reasonable Cause | 


for the failure referred to in that clause [Proviso to section 18(1)]. 


(2) No penalty is imposable u/s. 18(1)(a) for delay in furnishing the return of net wealth as the clause (a) of | 


Minimum penalty is Rs.. 1,000 and maximum penalty js | 


Minimum penalty is 100% and maximum is 500% of (һе. | 


section 18(1) is omitted w.e.f. 1-4-1989. However, interest at the rate of 296 for every month or part of a 


month is payable u/s. 17B for delay in furnishing the return of net wealth. 


(1) has, prior to the detection b 
inaccuracy of particulars furnished in respect of any asset o 


voluntarily and in good faith made full and true.disclosure o 


(2) has co-operated in any inquiry relating to the assessment and ha 
arrangements for the payment of any tax or interestunder the 
STET Se 


(6) Waiver or reduction of penalty: 
(Section 18B) 


Under section 18B of the Wealth-tax Act, the Commissioner?" may reduce or waiv 
or imposable on a person under section 18(1)(iii) for concealment of wealth, 


s either paid or made satisfactory 
Wealth-tax Act. pwa rH 


List of equity shares of companies which qualify for exemption under section 5(1)(xxa) of the Wealth-tax Act: 


Exenption for ` Exemption for 
Nome of tha Company! Name of the Company® Name of the Company”? Assessment year" 
Alpha Drug India ++ 1991-92 о 1995-96 | Kabra Extrusion Technik.-: © ., 1990-91 to 1994-95: | Rajasthan Telephone Ind. Lid... 1988-89 to 199248 
Bharat Berg Lid. ++ 1988-89 to 1992-93. | К. С. Glace Biols - 1989-90 to 1992-94 | Rama l'etrochemicals - ;, 1987-88 to 1991-92 
Chemeaps Ltd. .. 1987-88 to 1991-92 Rama Phosphates Ltd, = 1988-89 to 1992.03 
Comet Steels Led. ++ 1987-88 1 1991-92 | Kirloskar Warner Swascy . 1987-88 vo 1991.02 |! à ia 
Core Pareaterals Ltd. -. 1989-00 to 1993-94 Konark Syhetcs 11 1990-91 to 1994-05 a КЧ ney GON Bite 642 
i Medical Centre .. 1991-92 to 1995-96 > p 
я E s ў : 
DCL Polyesters +: 1990-91 то 1904-95 | KrimperSyuhecs Ltd... 1988-80 vo 1992.93 | SarcPack Telymers Lad. лата E eie 
Dadha Hewlett Ind. Lid. «+ 1987-88 to 1991-02 | Lohia Machinery Mfrs. s+ 1987-88 to 1991-02 | Sa Pipes Led. 11 1987-88 to 1991-98 
Dewan Tyres ++ 1990-01 10 1994-95 Manali & ; A 
Eastern Circuits Ltd. - 1987-88 to 1991-92 ^| Menali Petrochemicals. - 1990-01 to 1994-95. | Shree Quality Cément ++ 1989-90 to 1993-94 
Elar Fashions Led. .. 1987-88 to 1991-92 tampon , +, ++ 1989-90 to 1993-94 | Sri Vishnu Cement .. 1987-88 to 1991-92 
v күчүү} Ind. 3 Дун to 1991-92 | Sika Interplast Systems 1987-88 to 1991-92 
ajal Showa Ltd. a to 1992-03 E 
Fusion l'olymers -- 1989-60 to 1993-94 | Nihon Nirmaan -. 1990-91 то 1094.95; . Poterie F redes te epe 
Gangadharam Appli. -..1900-91 to 1994-95 : 9 
Govind Rubber Lid. 7 1987-88 to 1991-92 | Northern Digital Exchanges — .. 1988-89 to 1992-03 | S &S Filled Fibers | 1991-92 
Harigt Crankshafts «+ 1990-91 to 1994.95 | Omax Autos Lid. ++ 1987-88 to 1991-92 | Sumitra Pharmaceuticals Б pep to 1994.05 
Hindustan Ой Exploration N.A. oaa Savak à ++ 1990-91 to 1994-05 UB Petroproducts . 1990-91 to 1994-95 
eee utei : 1001-5 to 1991-99 Vajra Granites, . , „+ 1991-92 to 1995-06 
India Nippon Electricals -. 1987-88 to 1991-92 еви ++ 1987-88 to 1991-92" | Vegepro Foods & Feeds «, 1989-90 to 1993-94 
er Pal seria . еа то 1991-92 | Polar Latex Lid. ++ 1991-92 to 1995.96 | Waruila Diesel „ 1990-91 to 1994-05 
Jay Yoshin Lid. + 1989-90 to 1993-94 ++ 1988-89 to 1992-93 | Yanam Oils Lid, . 1987-88 to 1991-02 


32. Upto 31-5-1993, the Chief Commissioner or Commissioner h 


Raashi Fertilisers 


e the amount of penalty imposed | 
if he is satisfied that such person,— 


y the. Assessing Officer, of the concealment of particulars of assets or of the 
r debt in respect of which. the penalty is imposable, ` 
f such particulars; and 


! 
33. We are grateful to the management of these companies lor prompt supply of valuable inforniation in reply to our questionnaire wherein they were | 


In order that there may not bc апу misunderstanding and dispute with the Assessing’ c 
failed to furnish the information. Such equity shareholders is Ча пе ee i 
requested to enter jnto correspondence with the company concerned. 

34. Fromas ent year 1993-94 and onward. i х 
ОК: lies X PERS ЕЧ? П and onwards, equity shares are not liable to wealth-tax as they are not an asset [vide section 2(ea) of the Wealth-ts* | 


we have omitted the names of those companies who have 
panies, with a view to avail exemption from wealth-tax are 


—— 
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WEALTH-TAX ... 


FOR ASSESSMENT YEAR 1994-95 


INDIVIDUALS, HINDU UNDIVIDED FAMILIES & COMPANIES 
Valuation date: 31st March, 1994. 


Flat rate of Wealth-tax: 1% of the amount by which the net wealth exceeds Rs. 15,00,000. 


-à 


1500000 
1500100 
1501000 
1510000 
1520000 
1530000 
1540000 
1550000 
1560000 
1570000 
1580000 
1590000 
1600000 
1610000 
1620000 
1630000 
1640000 


1650000 
Note: Wealth-tax liability is nor dedyqtible es a debt 


lar No; 663, dt. 28-9-1993 
Wide Circular No- Collection. Doe Eor gist 
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EXAMPLE 
WEALTH-TAX EXAMPLE 
ASSESSMENT YEAR 
1994-95: 


/ALUATION DATE: 315т Marcu, 1994: 


An individual who is a resident and citizen of India, or a Hindu undivided family resident in India, has the following assets; 


З Book Whether an Value as per 
value/ Cost asset liable Schedule П 
to wealth 
Nature of assets Rupees lax ufs. 2(ea) Rupees 
1. Proprietory business/professional assets inclusive of cash on hand 
Rs. 20,000 but excluding motor car Rs. 40,000 (book value) ч» 29 10,00,000 No t 
2. Interest as partner/member in the firm/A.O.P. [determined as per 
Rule 16 of the Schedule III] § .. oU ac = 25 Js vs 2,00,000 No t 
3. Fixed deposits with banks [personal] .. — .. .. ws .. .. 1,00,000 No t 
4. Bank of India Savings A/c [personal] .. ©.: ee wee ‚ 20,000 No t 
5. Deposits with companics/private parties H2 4 i» et 2,00,000 No t 
6. Debentures/bonds of companics/corporation x ЭБ Le a7 50,000 No t 
7. .Equity/preference shares of companics/co-operative societies 
[Quoted and unquoted] ^c or 3d ac we a an 8,00,000 No t 
8. Six years National Savings Certificates VI, VII & VIIIth Issues 
(with accrued interest) . E О . Я ac sé di 1,00,000 No : t 
9. Balances with: 
(a) State Bank of India Public Provident Fund A/c . né Ж з 20,00,000 No t 
(b) National Savings Scheme, 1987/1992 A/c peers с. T 1,00,000 No t 
10. Right or interest in: - 
(a) Life insurance policies — .. 4 б OQdE (0 2,00,000 No et 
(b) “Jeevan Dhara” & “Jeevan “Akshay” estes 3 БН алй a 50,000 - No 1 
п. ,Capital Investment Bonds precede or Бараз е a - а 
“їп Магсһ, 1986] : acie eee Poe 1,00,000 "^ No e i 
12. 9% Relief Bonds, 1987 d or врева A . i 
in March, 1994] i 5 e. en EM 50,000 ; No 1 
13. Units of Unit Trust of Inda... _.. а. 100,000 No t 
14. Units of Mutual Funds .. ar ne ac a oc е iU 50,000 No Ї 
15. Units of Equity Linked Savings Scheme referred to in section : | | 
80ССВ and section 88 of the Income-tax Act .. с TS T. 50,000 No’ А c4 
16. Household goods/furniture not containing precious metals .. ' .. . 50,000 No 1 
17. Central and Státe Government securities ` dichte, Куруу” icr 10,000 . Of No E 
18. Unused plots ‘of urban land purchased in January, 1993 - 
and held by the assessee for: *3 : ЕТ 
(а) industrial purposes for a period of two years .. as 10,00,000 ; : 
(b) non-industrial purposes as stock-in-trade for a period of eye years .. ~ 5,00,000 


__ (©) non-industrial purposes not held as stock-in-trade з. — .. — .. 5,00,000 
< 7 3 3 
Total carried over .. `.. 72,30,000 


+ Refer f marked note on page 261. 
* Refer * marked note on page 261. 
y “Refer $ H ' marked note on page 261. 


The firm/A.O.P. does not have any assets which - 
5 `СС-0. Матери Bhawan rom th BE WEebAdcangotri 


1...1... 
— X. ————————————.-— 


261 WEALTH-TAX 


EXAMPLE 
Book Whether.an Value as per 
value/ Cost asset liable Schedule III 


Nalure of assets to wealth 


{ iT Rupees tax uls. 2(ea) Rupees 
: - То 


| talbroughtover.. ‚720,000 6,00,000 
19. Self-occupied residential flat at Bombay purchased in 1982 
[Refer Rule 3 of the Schedule Ш on page 229] Е 30,00,000 Ү 1,00,000§ 
on T n .00, єз 300, 
20. Motor cars [personal Rs. 60,000/business Rs. 40,000 (book valuc)] :. 1,00,000 Yes 2,00,000 


21. Cash'at house [For personal usc] 


М к: eg pe 1,10,000 Yes _ 60,000 

22. Diamond jewellery & Gold ornaments [Refer Rule 18 of the : : PE. 
Schedule III on page 232) on Qu veli SEE EI rere ы ae чыз M 
23. Silver utensils/Silver wares .. "i zw s = | a5 ке 10 000 ; Yes 50,000 


Тоша... 1,06,00,000 


Value as per Schedule III of the assets liable to wealth-tax u/s. 2(ca) 
Less: Exemption u/s. 5(vi)** 


mere | cv © Pes пик БЕН АЗ АДОЛО 000 
cius AS поле аа чылаш R3: 0100 000 


Rs. 18,10,000 
Les: Debts incurred in relation to purchase of plot of urban land: т 
(a) for industrial purposes and .non-industrial purposes held as stock-in-tradc 
Rs. 2,00,000. Not deductible as it is incurred in relation to an assct not liable to 
wealth-tax [Refer section 2(m)] .. ДЕ Pe T. Ea E Jt A . Nil 
(b) for non-industrial purposes not held as stock-in-trade Rs. 1,00,000. 5 5: 
Is deductible as it is incurred in relation to an asset liable to wealth-tax . 
_ [Refer section 2(m)] BUT. он ca 5а e 0. Rs. 1,00,000 Кз. 1,00,000 
| Net wealth 9 ~. Rs. 17,10,000 
Wealth-tax on Rs. 15,0000 net wealth... ee ee ee m ee ха 


Wealth-tax on balance Вз. 2,10,000 net'wealth @ flat rateof 1% 0. ^2 55,555 Re 82,000 
Wealth-tax payable for the assessment year 1994-95 on net wealth Rs.-17,10,000 [Refer page:259] us 6 TRS. 2,100 


Notes: (1) For assessment year 1993-94 and onwards, wealth-tax is chargeable only on assets specified in section 2(ea). For further 
details, refer sub-item(A) of item (7) on page 239. s 


(2)- For assessment year 1993-94 and onwards, deduction for debts from net wealth is allowable only in respect of those debts 
which are incurred in relation to the assets [as defined in section 2(ea)] included in the net wealthtt.- 


(3) For assessment year 1993-94 and onwards, net wealth exceeding Rs. 15,00,000 is liable to wealth-tax @ flat rate of 1% 
of the amount by which the net wealth exceeds Rs. 15,00,000._ TY Ё Я 


t These assets аге not assets within the meaning of section 2(ёа) and hence question of value as per Schedule III does not arise. 


* Land is proposed to be unused for industrial purposes fora period of two years from the date of its acquisition and hence is 
not an asset within the meaning of clause (b) of the Explanation to section 2(ea). : E iE ie 


4-95, if the plot of urban land із Һа! by the assessee as stock-in-trade for a period of 3 years from the 


iF t 199 sse 1 ears from 
date of dts жашын! by him] such urban land is not an asset within the meaning of clause (b) of the Explanation to section 2(ca) апа 


hence not liable to wealth-tax. [For assessment year 1995-96, refer para 1 on'page 42]. 


ї ides that value of a house belonging to the аззеззее and exclusively used by him for residential purposes, may, ©; 

at the оеро ое be taken to be the value determined іп the manner laid down in Schedule III (refer Part В on page 229) 
as on the valuation date next following the date on which he became the owner of the house or the valuation date relevant to assessment 
year 1971-72, whichever valuation date is later. Thus, even if the market value of the residential house/flat is Rs. 48,00,000 as on 
31-3-1994. the value to be adopted is Rs. 1,00,000 (i.e. value as determined in accordance with Schedule III) and not Rs. 30,00,000 
(being the purchase price of the residential house/flat) [Refer 2nd. & 3rd proviso toRule 3 of the:Schedule ЇП оп page 229]. а x 
«< From assessment year 1994-95 and onwards, one house or part of à house belonging to an individual or a Hindu undivided | E 
family is exempt u/s. 5(vi) without any monetary ceiling. ET ptr] 2 в Se 
tf Wealth-tax liability is not deductible аз а debt u/s. 2(m) vide Circular No. 663, dt. 28-9-1993 [For gist of this circular, refe 
A» re t А TOAT : s TAR ЖЕЗ аф. 1-5: хафт 
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QUOTATIONS 262 
GOLD & SILVER 
MARKET RATES OF GOLD AND SILVER FOR WEALTH-TAX PURPOSEST 
FOR VALUATION DATE 31-3-1994 
(Source: The Bombay Bullion Association Ltd.) 


MARKET RATE 
AS ON 
31-3-1994 -  1-4-19814 1-4-19741ї 
Gold Standard 24 Carats ae Rs. 4,598.00* Rs. 1,670.00* Rs. 506.00* for 10 Grams 
Silver 999 Touch эс Rs. 7,142.00 Rs. 2,715.00 Rs. 1,260.00 for 1Kg. 


t For the purposes of computing "Long-term Capital Gains" for assessment year 1993-94 and onwards. 
tt For the purposes of computing "Long-term Capital Gains" for assessment years 1987-88 to 1992-93. 


*Valuation for Gold ornaments 


In my opinion, while determining the market value of gold ornaments, the following factors are required to be taken | 


into consideration namely: 


(i) Difference in price between 24 carats of standard gold and 22 carats of gold ornaments .. 8.33* | 
(ii) Licensed dealer's margin of profit when ornaments are sold in the market .. 3.00% . 
(ii) Melting charges payable to Government refi шегу and for conversion of god ornaments 

: 55 0.67% 


into standard gold bars 


Soldering made of copper, silver, etc. in necklaces and other faney ornaments 


varying between 8% & 1096 ao 9.00% 
*% to be deducted in respect of gold ШТИП other than cu базда ы; 21.00% 
For the reasons stated above it is suggested to Sup the e following formula: 
Gold bangles zs 55 . deduct 12% 
Other ornaments made of gold Md o. 55 але да x T. 55 а .. deduct 21% | 


+ From assessment year 1993-94 and onwards, units of Unit Trust of India, Units of Mutual Fund, Central Government 


securities, State Government securities, debentures/bonds of the companies, Preference and Equity Shares of compa- | 


nies and Corporation Bonds are not assets within the meaning of section 2(ea) [For details, refer item (7)(A) on page 239] 


and hence not chargeable to Wealth-tax. Since these assets are not chargeable to валда market quotation in | 


respect of the said assets for valuation date as on 31-3-1994 is not given. 


MARKET RATES OF GOLD & SILVER 


(FROM 31-10-1978 TO 31-3-1994) SOURCE: The Bombay Bullion Association Ltd. 


STANDARD 
GOLD SILVER 
24 Carats || 9960 touch 


‘| STANDARD 
GOLD SILVER 


24 Carats 


Valuation 


Valuation — Valuation 
: un: Rate for 


1 kg. 


Rate for : 
10 grams 
Rs. 


Rate for. 
10 grams 
": Rs. 


Rate for 


Date Date 


31-10-78 15-11-82 
31-12-78 ‚31-12-82 | i 
31-3-79 31:3-83 i E A 
20-10-79 4-11-83 | 
31-12-79 31-12-83 So 
31-3-80 31-3-84 31-3-88 
7-11-80 24-10-84 
31-12-80 "31-12-84 AS 
31-3-81. 31-3-85 313-91 
27-10-81 12-11-85 ad 
31-12-81 31-12-85 . SEFE 


31-3-82 31-3-94 


% to ibe deducted i in ран ої gold bangles 12.00% | 


Í 


999 touch | 


e aU 


> & эь SS ы "a чү, & ы 


^e фы ® 5 а 


s. | uuu шш шш шш >>> ъъъъъ>ъ ъъъ ъъ 


> FROM 1-4-1993 TO 
= Ji 21892 Пао 
Name of the roportion in which issued Propor- 
during the financial 
on 1981-82 to 1992.43 7 
(Financial year given in 
bracket) 
ABB. Ltd. Balmer Lawi, 
A.B.C. (India) 4:5 (85-86) & 1:1 (81-82) Balrampur Chini 
ABS Plastics 1:1 (90-91) Balsara Hygiene 
Adarsh Chemicals 2:5 (91-92) & 1:1 (85-86) |! 
Agro Cargo 1:5 (91-92) Baroda Rayon 
Agro Extracts 2:5 (88-89) Basmatia Tea 
Ahmedabad Elec. 1:5 (87-88) Bata India Ltd. 
Ahura Welding 1:1 (85-86) Bateli Tea 
Alfa Laval 1:2 (91-92), 1:2 (89-90) & | Bayer (India) 
: 1:2 (66-87) Bcco Engincering 
Ambalal Sarabhai 1:5 (82-83) А 
Bengal Tea & Fibres 
Amrit Banaspati 1:1 (89-90) Paints 
Amrutanjan 1:3 (92-93), 1:1 (88-89), Best & Crompton 
2:3 (86-87) & 1:2 (82-83) Bhagya Nagar Met. 
Amzel Automotive 1:2 (91-92), 1:1 (69-90), Bharat Bijlee 
1:1 (87-88) & 1:1 (84-85) 
Anagram Finance 1:2 (68-89) Bharat Commerce 
Anaparai Estates 1:1 (81-82) | Bharat Fertilizers 
Andaman Timber М.А. (92-93) & 1:1 (61-82) 
Andhra Sugar 31-12-95 1:1 (90-91) & 3:5 (82-83) 
Anglo India Jute 1:1 (81-82) 
Anil Starch N.A. (90-91) 
Antifriction Bearing 1:2 (81-82) 
Aravali Leasing 1:3 (92-93) & 1:2 (89-90) 
Arcuttipore Tea 2:3 (91-92) 
Arlem Breweries 1:2 (91-92) 
Aroni Chemicals 10-12-93 ag 
Aru: s 
aspi es BinaniZinc 
Arunodaya Mills 3:1 (92-93) & 3:7 (90-91) Birla Jute 
Arvind Mills 1:3 (66-87) Bishnauth Tea 
Asher Text. Mills 1:1 (91-92) Blow Plast 
Ashok Leyland Fin. 
Asian Cables 1:3 (61-82) Bluc Blends (I) 
Asian Electronics 
Asian Paints 3:5 (92-93), 1:2 (87-88) & 
3:5 ee 
Assam Brook Estate 1:1 (85-8 
Assam Co. India 1:1 (89-90) & 1:1 (85-86) 
Associated Cement 2:5 (92-93) & 1:5 (86-87) 
Associated Pigments 
Associated Rubber 
fone Stone 
Atlas Copco 
Atlas Cycle * 
Atul Products 
Autoriders Finance 
Avery India 
B. D. Ind. 
BASF Lid, 
BSESLtd. 0) 
Bajaj isl 9192, 1.1 (60-99) & 
obese 1:1 сы) 
Bajaj Electricals ‚ 1:1 (89-90 
Bay Hindustan 1:4 КЕ 1:3 (63-84) 
Bajaj Plastics 
Bajaj Tempo 
Balanoor Tea 
Balasubramania 1 
Balkrishna Ind. n Ero 
Ballarpur Ind. 9 > 
ose: 
* Proportion of bonus shares issued m —Ü— — eGangotri = 
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FROM 1-4-1981 TO 


‘LIST OF ISSUE ОЕ BONUS SHARES 


FROM: 1-4-1981T031-3-1994 


BONUS 
SHARES 


SOURCE: OFFICIAL STOCK EXCHANGES 


FROM 1-4-1981 TO 
31:3-1993* 


Proportion in which issued 


during the financial ycars 
1981-82 to 1992-93 

(Financial nin 

мау 


2 (90-91) 

1 (92-93) & 1:2 (85-86) ` 
1 (91-92), 1:1 (89-90) & 
1 (86-87) 

2 (90-91) & 1:2 (82-83) 


' 1:1 (91-92) 


1:1 (88-89) 
3:5 (82-83) 
3:2 (92-93) & 1:1 (91-92) 
1:1 (92-93) 


1:2 (81-82) 
2:5 (81-82) 

1:1 (89-90) & 1:1 (81-82) 
1:1 (65-86) 

5: pos :2 (87-88) & 
1:2 (82-83) 


(83-84) 


1( 
5 

2 

:6 (83-84) 
1 

2 (92-93), 3:5 (91-92) & 
1 (61-82) 


E 
1: 
I: 
I: . 

1:1 (89-90) & 1:2 (8-82). ( 


#2 (91-92) & 1:1 (85-86) 
(91-92) 
ч гал, 11 8) 


1:1 (90-91), 3:5 (86-87) 5 
3:5 (82-85) ; : 
2:5 (90-91) 

1:1 (90-91) 

3:10 (85-86) 

1:1 (87-88) & 3:5 m 
1:2 (89-90) & L:1 (86-87) _ 


1:2 (82-83) 


1:2 (89-90), 2:5 тагу 


2:5 (82-83) 


, ES GL92), 4:5 ansi 


(87-88) & 2:5 na 


1:4 (91-99) 
2:5 (91-92) & 2:5 (29:00) 
2:5 Sh O 
2:5 (83-84) 


i (92-93), 1:1 Q9 x 
$2 O 


qu (89-90) | 
329192, sagen 


TP ra 


psc ҮЛҮ чт шя. жатр т T STRE) XO SOT 3 Peek el РДЕ 


SF pese eua 


vo onm M o9. 4. eee ee 
д "ИРГ — наназад жааса E ——————— 


BONUS 264 
SHARES 


LIST OF ISSUE OF BONUS SHARES (Contd.) 


FROM: 1-4-1981TO 31-3-1994 
FROM 1-4-1993 TO 
31-3-1994 


SOURCE: OFFICIAL STOCK EXCHANGES 


FROM 1-4-1995 TO 
31-3-1994 


FROM 1-4-1981 TO 


1-4-1981 TO 
FROM 1-4 E 


31-3-1993" 


Dateof |P ion in which issued fth Proportion in which issued 
Name of the Name of the d 
losure of | during the financial years luring the financial 
TM Register 1951-82 to 1992-93 Company 1981-82 to 1992.95" 
members | (Financial year given in (Financial year given in 
bracket) bracket) 


Geat Ltd. 1:2 (86-87) Eicher Tractors 4:5 (91-92) 
Cemindia 3:5 (84-85) Elecon Eng. 3:5 (87-88) & 1:2 (81 
Central India Ind. 1:1 (86-87) Electric Cont, Gear 1:1 (90-91) & 1:2 (87-88) 
Body у аа NIS | 
1:2 ( :2( ) 
Elgi Equipment 1:1 (93-93), 1:1 (86-87) & 
Century Spg- Mills 3:5 (91-92) & 2:3 (86-87) 1:1 (81-82) 
Champaklal Inv. 1:1 (90-91) Elgi Rubber 1:3 (82-83) 
Champadany Ind. ue 1:1 (92-93) Enfield (India) 1:1 (64-85) 
Chemcrown India (Inv) . . 1:1 (89-90) & 1:1 (86-87) Engine Valves 1:2 (86-87) & 1:2 (81-82) 
CET Ant пае 1:1 (88-89) & 1:1 (84-85) E Баран Up (CH S 1:1 (90-91) & 1:1 (87-88) 
Cheviot Agro In пр ndian Clays E 
denti 3:5 (86-87) & 3:5 (83-84) Engo Tea 24-1-94 
ma Inv. 1:2 (90-91) Ennore Foundries 3:5 (83-84) 
Cipla 1:1 (92-93), 1:1 (88-89) & Ensa Steel 3:5 (91-92) 
1:1 (85-86) Escorts Ltd. 3:5 (86-87) 
Coates 1:1 (92-93), 2:3 (89-90) & Esquire Tca 3:10 (92-93) 
1:5 (86-87) Essar Investment 1:1 (88-89) 
Cochin Malabar 3:5 (68-89) 
S Tas ҮЛ (СЕБЕТ Kuen compen 1:1 (91-93) 
Л ternit Everest 1:1 (90-91) 
Colgate-Palmolive 7-1-94 5 оаа U | = z^ Excel Industries 1:2 (92-93) & 4:5 (84-85) 
& 1:1 (62-83) FGP Ltd. 1:2 (87-88) 
Columbia Leasing 1: 2 (92-93) Facit (Asia) 2 :5 (85-86) & 3:10 (81 
кош; HOMI eie ET -- 
nolex Cables 1: 1 2-93) & 4: 
Flake India 2:5 PE sy 
Coorg Tea 2:5 (83-84) 1:3 (86-87) | 
Gore Fareatera m (2-89) аа (91-92) A 
Согоша g- H 4) Foods & Inns 1:1 (90-91) & 1:2 (87-88) | 
Coromandal Ferti. 1:2 (86-87 : 8 1 (88-89) 
Coromandel Finance 1:2 (85.09) Pien qadm) gent 
GKW Ltd A | 
Созду Сог 1:2 (87-88) Gammon India E. ES | 
Cremer d 7-12-93 Ganesh Benzoplast 10-11-93 | 
Tompi Tcaves 1:1 (89-90) Ganpati Exports 1:1 (87-88) | 
Garware Nylons : | 
р сица. x us 3:5 (90-91) & 1:1 (88-89) || Garware Paints n ern | 
Dalmia Cement X 19-1-94 (91-92) Garware Wall Ro | 
Dalmia nd. (Dairy) (е) RES quen | Geckay Exim ra GEER E 
а harig z -93) Genelec Ltd. 1:1 (84-85) | 
DecpakInd. ei lees edes 1:1 (87-88) | 
Deepak Nitrite g General Electrodes з d PER | 
DhampurSugar Mills . 27-10-93 General Indl. Soc. 1:2 (91-92) Í 
Dira Chemicals С=с йара 1:2 (91-92), 1:2 (8900 
Desmond Dio Tie Gorman Remedies Та QD) аве еы? 
Dibrugarh Tea (89-90 79 | Gasmambikai Mill 1:2 (99-93) & 1:4 ( 
Dishergarh Fower (90-91) & 1:3 (84-85) 1:2 (90-91) 
Goa Carbi 
Deont-Deoma Tea T s:5(97-95)& | Godfrey Phillips ШП ron aI OF |, 
: Сока Ы H H ў 
Dr Beck & Со. a (91-92) ers E. , 1:1 (87-88) | 
Dr. Reddy's Lab. ^ (92-93) & 1:2 (91-92) | Goodricke G we 1:2 (82-83) 
Ductron Casting : П (84-85) тоор 1:1 (91-92), 1:2 (89-900 
r Investment i5 0627) , 1:1 (87-88) & 1:5 ere) 


Duncan Agro Ind. у = is 


ia ввоза e 


(69-90) 
13 (8-89) & 1:2 (84-85) 


= Gocercsr indis 
E. Merck 1:2 (91-92) & 3:5 (86-8 raham Firth 1 бодо) 4 2:5 (8540 
E.C.E. Ind. (Elec. Cons. Ej 1:2 (86-87) 4 12 (81-83) | Стана тоной 30-12-93 у=? 


3:4 (88-89) 


EL Forge 1:1 91-92),1:1. (90-91) & 


1:1 (81-82) Graver Weil 
E eae анаа qr 
E 5 те: Cot 4 
m Silk Ind 1:2 (91-92) & 1:2 (65-86) | Gujarat Alkallcs g liz (aoso e з 


* Proportion of bonus sharcs issued durigg КОН 1981392 m de TTE PEERS 


—— 1 ——————— ——. 


265 BONUS 
SHARES 


LIST OF ISSUE OF BONUS SHARES (Contd.) 


FROM: 1-4-1981 TO31-3-1994 
FROM 1-4-1993 TO 
31-3-1994 


SOURCE: OFFICIAL STOCK EXCHANGES 


FROM 1-4-1993ТО | FROM 1-4-1981 TO 
51-3-1994 


31-3-1993" 


FROM 1-4-1981 TO 
31-3-1993" 


Name ofthe Proportion in which issued TN 
Company during the financial years during peras as 
Gee 1981-82 to 1992-93 
ncial year given in Financial Во 
bracket) ( i d given in 


Gujarat Lease Fin. 1:2 (92-93) . Indian Tools T т 
Gujarat Machinery 1:2 (89- UNS 2 (83-84) | IndoMatsu.Carbon .. 4:5 (62-83) 
Gujarat Ministeel 1:2 (87-88) Indo-Asahi Glass Е 1:1 (91-99) 
Gujarat Reclaimed 1:1 (91-92) Indore Wire 9:1 (92.93). 
GujaratState Fert. 3:10 оаа 10 oun Industrial & Prud. I (92-93) 
i & 1:4 (84-85) Industrial Cables 1:1 (82-83) 
Gujarat Steel Tube 11 ( Pies 
Industrial Cr. & In n. H 
H.B. Portfolio Lea. 2:5 (92.93) eh Gdn e ison 
Haileyburia Tea 1:5 (92-93) Industrial Cr. Dev. 2:3 (90-91) 
Hanuman Tea 1:1 (91-92) ‚ | Industrial Iov. Trust 1:2 (91-92) & 1:1 (87-88) | 
Harrisons Malayalam 2:5 (87-88) & 1:1 (84-85) Infar India 1:1 (86-8 
Haryana Sheet Glass 1:1 (92-93) | 
Ingersoll Rand Gl +1 (69-90 | 
Havelock Leasing 1:1 (91-92) Ll ee &1: dicus 
Hawkins Cooker 16-11-93 | 19:56 (90-91), 2:5 (84-85) | International Сок 1:3 (84-85) | 
: Investment Corp. . 1:4 (87-88) 
Hercules Hoist = Tavestment Trust 1:2 (89-90) 
High Energy Batteries... Ton Exchange 4:5 (88-89) 
Hilton Rubber 
J. B. Chemicals 25-10-93 
Hind Syntex 2-12-93 J.J. Exporters 1:1 (92-93), 1:1 (90-91) & 
Hindalco Ind. 3:5 (90-91), 1:3 (83-89) & 1:1 (88-89) 
1:3 (82-83), ЈК. Synthetics 1:3 (82-83) 
Hindustan Ciba Geigy .. 1:2 (90-91) J-L. Morrison 2:5 (87-88) 
Hindustan Develop... 1:1 (86-87) Jagatjit Industries 1:1 Gre: 1 (88-89) & | 
Hindustan Dorr-Oliver .. 1:1 (89-90), 1:1 (86-87) & 1:1 (85-86) 
4:5 (82-83) | 
Jaiprakash Ind. 1:4 (92-93) | 
Hindustan Electrogr. 2:5 (81-82) Jam Shri Ranjit 1:1 (91-92) 
Hindustan Fashions 16-2-94 Jayabharat Int. 3:5 (88-89) 
Hindustan Ferodo 4:5 (83-84) Jayant Paper 1:3 (86-87) 
Hindustan Gas 1:2 (81-82) Jayant Vitamins 2:5 (87-88) 
Hindustan Lever 1:2 (91-92), 1:1 (87-88) & 
3:5 (83-84) 1:2 
Hindustan Mills 1 1:1 (92-93) 1а pies 
Hindustan Motors D n puer (82-83) 
Hindustan Nat. Glass. .. ? 
Hindustan Sanitary 9:5 (89-90) 
НоокШу Flour 2 u 
Hooghly Mills Jutlibari Tea ies Elo 
Hukumchand Jute 1:1 (91-92) & N.A. (84-85) Ere үс i PES ) 
Muldibari Tea + А > :2 (91-92),1:2 (85-86) & 
Hyderabad Ind. 1:1 (88-89) RCE LUA: ore Е т 
LA.E.C (India) 3:5 (85-86) i Ep ze 
ІТС. Ltd. 3:5 (91-92) & 1:1. (89-90) 1:1 (91-92),1:1 (90-91) & 
IVE Ltd. 1:2 (91-92), 1:1 (89-90) &. 1:1 (87-88) 
1:2 (84-85) 7 
IBP 3:5 (86-87) & 1:2 (61-82) 3:5 (89-83) 
IFB Industries 1:2 бгз? & 1:2 (89-90) 2:5 (92-93) & 1:4 En 


1:1 (90-91) & I: quet 
IMPAL (India Motor Parts) Ist (91-92), 1:1 
IOL dain Окуса). A 1:1 (89-90) & 1:1 (86-87) - 
Indabrator e 1:2 


(89-90) & 1:2 dd 


India Foils 
India Gelatine 


India Nippon 

India Photographic 
Indian Hotels 

Indian Hume Pipe 
Indian Organic Chem. 


1:1 (8: 
ne 69:90) & 2: 5 (81-82) 
1:2 (88-89) & 1:2 (84-85) 
1:2 (85-86) 

Indian Plastics ue 
Indian Resort Hotels | .. 
Indian Seamless M + 


Indian Sewing Mach. 
Indian Steel l Rolling 


* Proportion of bonus sors ue oboe PE PTET E бойга byeGangori. À 
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LIST OF ISSUE OF BONUS SHARES (Contd.) 


FROM: 1-4-1981 TO 31-3-1994 


FROM 1-4-1993 TO 
31-3-1994 


Date of 


FROM 1-4-1981 TO. 
31-3-1993" 


Proportion in which issued 


closure of | during the financial years 


1981-82 to 1992-93 
(Financial year given in 
bracket) 


FROM 1-4-1993 TO 
31-3-1994 


Date of 
closure of 


members 


Mid-West Leasing 


SOURCE: OFFICIAL STOCK EXCHANGES 


Proportion in which į 


FROM 1-4-1981 
31-5-1993* D 


during the financial yea 


(easel to 1992-93 
nancial ar 
b au er 


5 (92-93) 


Kothari Plantations 1:1 (91-92) & 1:1 (88-89) 1:2 
Kovilapatti Lakshmi 1:1 (92-93) Miles (India) 1:1 (89-90) & 3:5 (87 
Krishna Bihari Tea 3:7 (85-86 Milk Food 1:1 (92- ( 
bariT (85-86) (92-93) & 1:1 (87.38 
Kunal Engincering 1:2 (89-83) Molins of India 2:5 (82-83) UNE 
Monotype India 1:5 (81-82) 
LGB. Bros. 16993 | 14 (81-82) Moran Tea 1:2 (90-91) 
5 Lakhanpal National 1:1 (67-88) Morarji Mills 1:1 (92-93 
jd vu ram i : 2900 & 92:5 (85-86)! Motor & Gen. & Fin. 1:1 bs zn 21 (85-86) & 
j 1:2 (81-8 
Lakshmi Machine .. 1:2 (89-90) MEME се tales (SEN k: 2 (82-83) 
Lakshmi Machine Works 3:5 (81-82) :1 (87.88, 
| Lakshmi Mills . 1:1 (81-82) 1:1 (67-88) 
Я Larsen & Toubro H : - 
ES o Оа аге bi eran 
i - ‘ Mysore Cement 2:5 
(nee uet (84-85) 
f Lloyds Finance Mysore Coffee 2:3 (88-89) 
н Lloyds Steel Mysore кокан 2:3 (82-83) 
eT ы. Mysore Plantation 1:1 (90-91) 
j Longview Tea 16-3-94 N.B.I. Industrial 
t Loyal Textile 25-5-93 eL T 1931 (8020) 
ў Lucky Valley Tea ЕЙ agpur Alloy Cast. 3:5 (91-92) 
Ё Lumax Ind. Namdang Toa 1:1 (86-87) 
E em ational Eng. 1:1 (91-92) & 1:1 (85-89) 
T M.G.F India 5913:93 National Organic 1:2 (86-87) 
| Ё МасшШап Navabharat Ferro 1:1 (87-88) i 
1 Macnceill & Magor Navsari Cotton 2:3 (82-83 ) 
Madanapally Spg- NeclamalaiAgro 11 Sios f 
Neiveli Ceramics yet 
Madras з 
Маза rnent Nestle India | 
Madras Spinners 16-10-93 | 3:5 (89-90), 1:1 (8-97) & | 
Madras Vanaspati New India Sugar ie ape | 
Madura Coats New Rajpur Mill ure | 
icholas Piramal т 
Nino 1:1 (91-93) | 
Mafatlal Dyes Nuchem Plastics 1а КНН | 
ahabir Jute м i j 
> Mabaroj) Sree Umaid .. Orient PaperInd, | 
Maharashtra Apex. — .. s OrientalCarbon 1:1 (86-87) | 
MaharashtraScooters .. (89-90) & 1:2 (84-85) ` | Oriental Containers 1:3: (69:90) | 
n Perna 1:1 (86-87) & | OrientalHotels 17-12-95 | 
) Orissa Ce, 2:5 (92-93) & 2:5 (88-89) | 
Mahavir Spg. Mills ae 1:1 (87-88) 
Mahendra Mills be ЕКЕ 5 (82-89) | Ossoor Estate д 
MaheshwariMils .. eRe Oswal 1:1 (92-93) & 1:3 (86-87) 
Mahindra Mahindra .. j eni Ru 2:5 (93.95) 
та Ugine tis Elevators Н 
1:1 (85-86) & 3:5 (81-89) 
cmm SER a 
be PVD Pla 1:4 
MancklalHarihl = | Pipes Prodr 2:5 (0203) 
Manjushree 1:2 (91-92), 1:2 (@8-89)& | pow ы (86-87) & 1:2 (81-5) 
: Raj. : 4 
Mardia Chemical x : е0 р Raj. Sp1. St. TR ean [ 
Mastershares 21-12-95 | 1:9 1:1 (92:93) ` | 
Mather & Platt 3:5 $8.39). 1:1 (85-86) & Periyar Chemicals 2:5 (65-86) | 
3:5 (81-8 | Permanent Magnets 1:2 (88-89) | 
McDowell 120 zs БК Philips India 1:2 (84-85) | 
1:1 (62-83) { 1:5 (82-83) | 
Mcleod Russel Phillips Са | 
3:5 (89-90), 1:1 (87-88) & rbon . 
1:4 (84-85) Pilani Investment - | 2:5 (83-84) 
* | Pinnacle Trade 1:2 (85-86) 
Meenakshi (odis) | EUR 
lethoni 33 МА. (85. lychem 1:1 (91-92 
Mettur Chemical | 9:5 Qr " 2:3 (091) 2: $ (8990), | 
lymer Paper 1:2 (86-87) 1:5 (8283) | 
= 1:1 (90-91) za 


: : ; 2 
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Polyolefins Ind. 
Pond's India 


Porrits & Spencer 
Poysha Industrial 
Prakash Ind. 


Precot Mills 


Premier Automobiles 
Premier Breweries 
Premier Instru. 
Procter & Gamble 


Pudumjec Pulp 
Pullangode Rubber 
Punjab Breweries 
Punjab Concast St. 
Punjab Fibres 
Punjab Tractors 


R. В. Rodda & Co 
Raasi Cement 
Rajapalayam Mills 
Rajasthan Spg. 
Rajendra Coffee 


Rajyarh (Assam) Tea 
Rajinder Tubes 
Ramakrishna Steel 
RamarajuSurgical 
Ramco Ind. 


Ramkrishna Mills 
Ramnarayana Tex. 
Ranbaxy Laboratory 
Rane (Madras) 

Ranc Brake 


Rapicut Carbide 
Rasoi Ltd. 

Rathi Alloys & Steel 
Rathi Udyog 
Raymond Woollen 


Reckitt & Colman 


Reliance Industries 
Remington Rand 
Revathi — CP 
Rohit Pulp & Paper 


Rolcon Engineering 


Rollatainers 
Roopacherra Tea 
Roplas India 
Rossell Ind. 
Ruby Mills 


Rukmani Metals 
Rungamatee Tea 


S &S Power 

S.I.C Agencies 

S.I.V. te 

(South India Viscose) 
S.S. Miranda 

S.R.P Tools 
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LIST OF ISSUE OF BONUS SHARES (Conid.) 


FROM: арыка 
» > SOURCE: OFFICIAL STOCK EXCHANGES 


FROM 1-4-1981 TO 
31-3-1993" 
Proportion in which issued 
during the financial years 
1981-82 to 1992-93 
(Financial year given in 
bracket) . 


FROM 1-4-1993 TO 
31-3-1994 


1:2 (88-89) & 1:3 (82-83) 

1:2 (90-91), 1:1 (87-88), 

1:1 (84-85) & 2:5 (81-82) 

| 3:5 (91-92) & N А. (87-88) 
1:4 (82-83) 

1:2 (92-93) 


1 PTUS 1:2 (86-87) & 
:3 (81-8 

1 pere 

1 (88-89) 
2 (89-90) 
5 
5 


I; 
1: 

| 5 
Н 
1: 
4: Pepe tl CE 
1:5 (81-82) 


Е 
к 
3 
£ 


(0-91) 
(91-92) & 2:5 (88-89) 
(89-90) 


3:5 (91-92), 1:1 (98:89), 
2:5 (85-86) & 1:5 (81-82) 


1:2 (85-86) 
16-11-93 | 1:2 (92-99) & 1:2 (81-82) 


5 5 
Sse 
Tae 

5 

в 

8 

ы 


1:1 (91-92) 
1:1 (87-88) 


UST 
1:1 (8 


:3 
: 
:2 (86-87) & 1:2 (81-82) . 
19 & 1:2 (83-84) ' 


1:2 Q192). 1:2 феал) 


Ue 0N) é 1:1 (82-83) 


FROM 1-4-1993 TO 
31-3-1994 


S.S.B. Ind. (5. &5. Bushings) 
SAE (India) 

SKF Be 

SOL Pharmaceutical 

SRF Ltd. 


Sadhna Nitro 
Salora Finance 
Samtel (India) 
San Holdings 
ERAR (India) e 


poi 9 
Saraswati IndL Synd. .. 


Sarda Motors 
Sarda Plywood 
Saroja Textile 
SarvarayaSugar 
Sarvaraya Text. 


Saw Fipes + 
Schrader Sc. Duncan .. 


Shevroys Coffee 
Shivaji Works 

Shree Ambesh Paper 
Shri Acids & Chem. 
Shri Arbuda Mills 


Shri Krishna Polys 
Shri Dinesh Mills 
Shri Ram Pistons 
Shri Synthetics 
Sicca Breweries 


Siemens India 

Sir Shadilal Ent. ox 
Sivanandha Steel 
SiyaramSilk ` 

Skol Breweries e 
Smith CapitalMarket .. 
Smithkline Beech (HMM) 


Somany Pilkington 
South IndiaShipping ..:|- 


Southern Asbestos 


Standard Motors 
StancsAmalgamated — .. 
Stellar Plastic e 


BONUS 
SHARES 


FROM 1-4-1981 TO 
31-3-1993* 


1981-82 to 1992-95 
(Financial year given in 
bracket) : 


1:1 (82-83) 
1:1 (90-91) & 1:1 (83-84) 
1:1 (89-90) & 2:5 (86-87) 
1:2 (82-83) 


2:5 (87-88) 


1:2 
1:2 991) 2:7 (84-85) & 
2:5 (81-82) 


(92-93) & 1:1 (84-85) 
E 


13 (82-93), 1:2 (89-90), 


3:5 (90-91) & 3:5 eeen 
lire)  .— . 
2:5 (84-85) ; 
1:1 (86-87) ar S 


is (87-88) & 1:2, (82-83) 
1: 


3:5 (88-89) & 2:5 (82-85) 
1:1 (87-88), 3:8 Grae 
:2 (81-83). 


BONUS 
SHARES 


Name of thc 
Company 


Stone India 
Stovec Industries 
Sukhjit Starch 
Sundaram Clayton 


Sundaram Fasteners 
Sundaram Finance 


Sunrise Securities 
SuperSpinning 


SuperforgingSteel 
Supreme Industries 


Surya-Vanshi Spg. 
Suryalakshmi Cotton 
Sutlej Cotton 
Sylvania & Laxman 


20th Century Finance 
21st Century Steels 
Т. Stanes 

Talbros Automotive 
Tamilnadu Dadha 


‘Tan India Wattle 
Tata Chemicals 
Tata Engg. & Loco. 
Tata Iron & Steel 
Tata Metals 


Tata Oil Mills 
Tata Tea 
Tata Unisys 
Tea Estates 


TelanganaSpg. 


Tengpani Tea 
Tezpore Tea 
Thana Electric 
Thanjavur Text. 
Thirani Chemicals 


"Thirumbadi Rubber 
Thomas Cook 

Tide Water Oil 
Tilaknagar Dist. 
Tirrihannah Tea 


Titaghar Steel 

‘Toshiba Anand Batt. 
‘Trans Freight Cont. 
"Iranspck Industries 


"Transport Corpn. 


Travancore Electro Ch. .. } 


"Tribeni Tissues 
Trichy Distilleries 
Trichy Steel Rolling 


Triveni Engineering 


Triveni Sheet Glass 
Tube Investment 
Tubes & Malleables 


Tyroon Tea 
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LIST OF ISSUE OF BONUS SHARES (Contd.) 


FROM 1-4-1993 TO 
31-3-1994 


30-11-93 


16-11-93 


31-12-93 


19-10-93 
28-12-93 


Proportion in which issued 


FROM: 1-4-1981TO 31-3-1994 


FROM 1-4-1981 TO 
31-3-1993" 


during the financial years 
1981-82 to 1992-93 
(Financial year given in 
bracket) 


2:3 (88-89) & 2:3 (84-85) 
1:2 (86-87) 
N.A (87-88) 
2:3 (87-88) 


3:5 (88-89) 


1:1 (90-91), 1:1 (86-87) & 


1:2 (81-82) 


20:3 (81-82) ` 
2:5 (91-92) 


1:1 (92-93), 1:1 (87-88), 
4:5 (85-86) & 2:5 (81-82) 
1:9 (91-92) & 1:1 (90-91) 
1:1 (92-93) 
1:2 (91-93) 
1:2 (86-87) 


1 

2 

2 

:5 (88-89) & 2:5 (85-86) 
:1 (91-92) 

:2 

:5 

:9 (88-89) 


(83-84) 
-91) & 2:5 (85-86) 


TE 

(87- ama 2:5 (81-82) 
(92-93) 

(81 

(92-93) & 2:5 (88-89) 
(92-93) & 9:5 (87-88) 
(85-86) 


PSU UT 2 (87-88) 
(81-82) 


33 

В! 

:5 

:5 (84-85) 

:2 3.93) & 1:2 (85-86) 
:3 

:5 

В! 

2 


(81-82) 
(91-92) & 1:4 (84-85) 
(88-89) 


1:1 (92-93) _ 
1:3 (85-86) 


1:1 (91-92) 


5;7 (90-91), 2:5. (86-87) & 


(90-91), 1:1 (87-88) & 


(92-93) & 1:1 (90-91) : 
(92-93), 2:5 (90-91) & 


FROM 1-4-1993 TO 
31-3-1994 


members 


Name ofthe 
Company 


issucd 


UB Limited 


Udaipur Phosphates 

Ultramarine 

Uma Maheswari 18-5-93 
Uma Parameswari 2353-4-93 


Unichem Labo. 
United Nilgiri Tea 
United Phosphorus 
Universal Cans. _ 
Upper Ganges Sugar 
Uttar Pradesh Hotel 


19-11-93 


XM. Jog 28-2-94 
VRW Industries 
VST Industries 
VXL India 


Vapi Paper 


Vardhman Spg. 
Veneers & Laminates 
Vickers Systems 
Victoria Mills 

Vidarbha Paper 


Vidcocon Int. 
Vijay Spg.Mills NO 
Vijayakumar Text. . 
Vijayalakshmi Text, — .. 
Vijayawada Bottling 


Vijayeshwari Text. e^ 
Viucent-Comm. “» 
Virudhunagar Text. 

Voltas Ltd. 


WS. Industries 
Walchandnagar Ind. 
Warren Tea 
Wartyhully Coffee 
Weizmann Finance 


Weizmann Ind. 
Welspun Syntex e. 
Western India Erectors .. 
Western India Ind. 5H 
Western India Ply. 


21-12-93 


Weston Electronics St 
Wheels India 
Widia (India) 'C' 


Williamson Magor S. 
Window Glass < 


Wipro Ltd. (Foods) ue 
Wires & Fabriks 


5-11-93 


Yamuna Syndicate 


Zandu Pharma 


Zenith Export 


Zenith Led. 30-12-93 


о Proportion of bonus shares issued during financial year 1981-82 and onwards is given for the pu 


ses of capital 
CC-0. Mumukshu Bhawan Varanasi Collection. Sbieitized by кро 


Froportion in which i 


SOURCE: OFFICIAL STOCK EXCHANGES 


FROM 14-1981 TO 
31-3-1993* 


during the financial qun 
1981-82 to 1993.9; 
(Financial year cia} in 
bracket) 


1:1 (92-93) & 1:1 (86-87 
1:3 (90-91) ) 
1:1 (86-87) & 1:2 (81.87) 


coner 2 (85. 
029 (85-86) 


1:1 (92-93) 
3:5 (91-92) & 3:5 (89-90) 
1:1 (87-88) & 1:1 (81-89) 
1:1 (90-91) 


® 
x 
ё 
© 
49 


1:1 ee 2 (81-82) 
1:3 (92-93; | 
1:2 (0183) 


1:1 (91-99) 


| 
1:1 (92-93) | 
1:2 (89-90) & 1:4 (81-82) | 


3 Б 3 (81-82) | 
Е -83) 
(0-91) & 1:5 (85-86) | 


2 (8 
1 
1 
:5 (92-93) 
5 
5 


1:2 (88-89) & 9:5 (85-86) 


2:5 (88-89) 
1:9 (87-88) & 1:2 (81-89) 
1:9 (89-90), 1:1 (65-60) 
1:3 (82-83) 


1:1 (90-91) 
1:1 (92-93), 1:1 (89-90. 0 


1:1 (87-88) & 1:1 ( 
1:1 (92-95) f 


1:1 (91-99), 1:1 (89-90) 
1:2 (81-82) 


1:1 (91-93), 1:2 (89:99) 
3:5 (05.86) 2:6 61 5) 


1:4 (88-89) 


- included i : „Жау © сә кч JURA соге 
included in the net Ayers out of the gifted amount is also to be included in the income с his/her parents ee ae сяг 
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GIFT-TAX 
RATES OF GIFT-TAX 
ASSESSMENT YEARS 1989-90 to 1995-96 
1. - Gift-tax is chargeable on taxable gift, as stated in 2 below, is payable by the donor. 
2. To arrive at taxable gifts, — 
(а). First deduct basic exemption of— 
(А) Rs. 20,000, upto assessment year 1993-94, 
(B) Rs. 30,000, from assessment year 1994-95 and onwards, 
from the gifted amounts as provided in section 5(2) of the Gift-tax Act. 
(b) the balance so arrived at is the taxable gifts; 
3. Irrespective of the amount of taxable gifts as worked out in 2(b), gift-tax is chargeable on taxable gifts under 
section 3(2) of the Gift-tax Act, at the flat rate of 30%. 
EXAMPLES 


(i) Mr. A gifted the amount of Rs. 60,000 on Ist January, 1994 (assessment year 1994-95) to Mr. B. 
The taxable gift would be Rs. 60,000 less Rs. 30,000! being basic exemption u/s. 5(2) .. n -- Rs. 30,000 
Gift-tax payable on taxable gift of Rs. 30,000 at the flat rate of 30% u/s. 3(2) for assessment year 1994-95 Rs. 9,000 

(ii) Gifts made by Mr. C during the financial year ending on 31-3-1994 (assessment year 1994-95) are: 

(a) Gift of Capital Investment Bonds to Mrs. C (wife) 55 ge ut 5 e Ак Rs. 1,00,000 
(b) Gift on occasion of marriage of relative Mr. B who is dependent on Mr. C for support & maintenance 


Rs. 55,000 

(c) Donations to approved charities to which the provisions of section 80G of the Income-tax Act applies Rs. 50,000 
(d) Gifts to wife and/or son's minor child .. oa 5c 5 2: T. Bo oa -- Rs. 70,000 
"Total gifts Rs. 2,75,000 


Less: Exemptions under section 5 in respect of: 
(1) Capital Investment Bonds [Sec. 5(1)(iii-c)] sz v x 50 
(2) . Gift on occasion of marriage of relative Mr. B [$ес, 5(1)(vii)] maximum ; 
restricted to we 60 me v is óc cb бс án Rs. 30,000! 
(3). Donation to approved charities [Sec. 5(1)(v)] ae vs ac 25 Rs. 50,000 
(4) Basic exemption [Sec. 5(2)] .. soc es 50 2. : Rs. 30,000! Ез. 2,10,000 
Taxable gifts — .. Ез. 65,000 


Gift-tax payable on taxable gifts of Rs. 65,000 @ the flat rate of 30% u/s, 3(2) for assessment year 1994-95 Rs. 19,500* 


NOTE: Gifts made by an individual to spouse or his/her minor child/children or son's wife or son's minor child/children, is to 
be included in the net wealth of the donor [vide section 4(1) (a) of the Wealth-tax Act, 1957] and any income arising to 
donee out of the gifted amount is to be included in the hands of donor? [vide section 64(1) of the Income-tax Act, 1961]. 
EXEMPTIONS UNDER SECTION 5 OF THE GIFT-TAX ACT: . 
$ : ASSESSMENT YEARS 1994-95 & 1995-96 А > 
Exemption in respect of certain gifts.—(1) Gift-tax shall not be charged under this Act in respect of gifts made by any 


(i) of immovable property situate outside the territories to which this Act extends; — .; , 
(ii) of movable property situate outside the said territories unless the person— se hina d 
(a) being an individual, is a citizen of India and is ordinarily resident in the said territories, or ea 
(b) not being an individual, is resident in the said territories during the previous year in which the gift is made; 


Rs. 1,00,000° ` 


"bs (i-a)... being an individual who is not resident in India, to any person resident in India, of foreign currency or other foreign 


change as defined respectively, in clause (c) and clause (4) of section 2 of the Foreign Exchange Regulation Act, 1947, 
E a comi осм, India in accordance with the provisions of the said Act, and any rules made thereunder, 
during the period commencing on the 26th day of October, 1965, and ending on the 28th day of February, 1966, or such. 
later date as the Central Government may, by notification in the Official Gazette, specify in this behalf. ў к 
Explanation.—For the purposes of this clause, the expression “resident in India" shall have the meaning assigned to it 

in the Income-tax Act; - 3 тЫ E. i a = 
ii-b) bei n resident outside India, out of the moneys standing to his credit inia Non-resident (External) Account in 
2 EET bank in India in accordance with the provisions of the Foreign Exchange Regulation Act, 1973, and any rules made 
рати ie t the purposes of this clause, “person resident ae India” has the meaning assigned to itin 

of section 2 of the Foreign Exchange Regulation Act, 1973; coq gill ѓе ы tenses sid 

I fom xu усаг 1994-95 and onwards, the basic exemption u/s. 5(2) із raised from Rs. 20,000 оа 30,000. 
2. W.e.f. 1-4-1989 (assessment year 1989-90 and onwards), section 14B states that self-assessment-tax along wi {исто @ 

he rate of 2% for every month or part ofa month for late пк опет u/s. 16B is to be paid as in the case of return of income. 
Mr 3 ‘This exemption is subject to the condition that Mr. C has initially subscribed to the Capital Investment Bonds. The 


dd aum exemption wis: SC) (11-с) is to be restricted to Rs. 10 lakhs in value in the aggregate in one UD prenons, a 


i exemption u/s. 5(1)(vii) has been increased from Rs. 10,000 to Rs. 30,000, 
meee ала у аери Beige ЛЫНА u/s. 5(1) (vii) has been increased from Rs. 30,000 2 E 
Rs. On assessment year 1995.96 s gts made by an individual to his/her son's minor child/children, is to be 
5. From assessment eir oo ӨШ ОЕ EA аа CI) a) 8) of the Wealthax Act, 1957] and any in 


arising to son's chil 


of the donor [vide sectinp-fi4(kA)ue£ thes Tagpme хуа Фоп. Digitized by eGangotri 
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GIFT-TAX 270 
EXEMPTIONS | 


(й-с) being a citizen of India, or a person of Indian origin, who is not resident in India, to any relative of such Person in India, 
of convertible foreign exchange remitted from a country outside India in accordance with the provisions of the Foreign 
Exchange Regulation Act, 1973, and any rules made thereunder. 

Explanation—For the purposes of this clause and clause (üd)— —— г 

(a) а person shall be deemed to be of Indian origin if hc or cither of his parents or any of his grand-parents was born 
in undivided India; 5 Br ES 

(b) “convertible foreign exchange” means foreign exchange which is for the time being treated by the Reserve Bank 
of India as convertible foreign exchange for the purposes of the Forcign Exchange Regulation Act, 1973, апд 
any rules made thereunder; | 

с) "relative" has the meaning assigned to it in clause (41) of section 2 of the Income-tax Act; | 

(4) “resident in India” shall have the meaning assigned to it in the Income-tax Act. ; К 

(1-0) being a citizen of India or a person of Indian origin, who is not resident in India, to any relative of such person in Indiaof | 
property in the form of any foreign exchange asset as defined in clausc (b) of section 115C of the Income-tax Act; | 

(i-e) being an individual who is a non-resident Indian, опсс out of the moncys standing to his credit in an account opened and 
operated in accordance with the Non-resident (Non-repatriable) Rupee Deposit Scheme, 1992. А 

Explanation.—For the purposes of this clause, “non-resident Indian" shall have the meaning assigned to it in clause 
(e) of section 115C of the Income-tax Act; 2 
(iii) of property in the form of savings certificates issued by the Central Government, 
in the Official Gazette, exempts from gift-tax; 

(i-a) this clause is omitted with effect from 1-4-1987; 

(ii-b) of property in the form of Special Bcarer Bonds, 1991; ; Е 

(їй-с) being an individual or a Hindu undivided family, of property in the form of such Capital Investment Bonds as thc Central 
Government may, by notification in the Official Gazette, specify in this behalf subject to a maximum of rupees ten lakhs 
in value in the aggregate in опе or more previous years: `- 54 52 

Provided that the exemption conferred by this clausc shall be available only to a person who has initially subscribed 
to the said Bonds; 

(1-9) being an individual or a Hindu undivided family, of property in the form of such Relicf Bonds, as the Central | 
Government may, by notification in the Official Gazette, specify in this behalf subject to a maximum of rupees five lakhs | 
in value in the aggregate in one or more previous ycars: | 

Provided that the exemption conferred by this clause shall be available only to a person who has initially subscribed | 
to the said Bonds; - | 

(i-e) being an individual who is a non-resident Indian, of property in the form of the bonds spccificd under sub-clause (iid) of | 
clause (15) of section 10 of the Income-tax Act: E : | 

Provided that where an individual, whb is a non-resident Indian in any. previous ycar in which the bonds are | 
acquired, becomes a resident in India in any subsequent усаг, the provisions of this clause shall apply in respect of the | 
| 


which that Government, by. notification 


gifts of property referred to in this clause in such subsequent year or any year thercaftcr.; 
Explanation. —For the purposes of this clause, the expressions— 
(a) this clause is'omitted with effect from 1-4-1991 by the Finance (№. 2) Act, 1991; - 
(b) “non-resident Indian” shall have the meaning assigned to it in clause (c) of section 115C of the Income-tax Act; 
(iv) to the Government or any local authority or any authority referred to in clausc (20A) of section 10 of the Income-tax Act; 
(v) to any institution or fund established or decmed to be established for a charitable purpose to which the provisions of | 
section 80-G of the Income-tax Act apply; че ор pde 1 
(v-a) (1) tosuch temple, mosque, gurdwara; church or other'place as has been notified by the Central Government for thc 
_‚ Purposes of clause (b) of sub-section (2) of section 80-G of the Income-tax Act, 1961; or 
(п) by way of settlement on trust, of property the income from which, according to the decd of settlement, is to-be used 
суву in connection with the temple, mosque, gurdwara, church or other place specified thercin and notified as 
joresaid; s HOT 1 Я : 1. 
(vi) this clause is omitted with effect from 1-4-1987; - pu buowe im s йод 5 # 
(уй) 5 any relative apdet уроп а for support е6 maintenance, оп the occasion of the marriage of the relative, subject 
о a maximum of rupees thi jousand® in value in res i ive; 
(ий) & (x) these clauses are omitted with effet from 1-4-1987; qua Mao ПЕ such час: 
(x) under a will; 


Н 
HE 
| A 
IZ 
| 
(xi) in contemplation of death; tbk E m 7 СА 6 ] 
(х1) for the education of his children, to the extent to which the gifts are proved to the sati i i сега | 
m being гсезопаМе having regard to the circumstances of the case; Е эше жшшсчоп сс Assessing о ! 
(xiii) being an employer, to any employee by way of bonus, gratuity or pension or to the dependents of'a deceased employe: 
the extent to уша the payment of Mis bonus, gratuity or pension is proved to the запо ОГС АБ але Office - 
era, leet Tee aving regard to t € circumstances of the case and is made solely in recognition of the services rend 4 
(xiv) ihis clause is omitted with effect from 1-4-1987; : : ` 
xv) toan nin of any such Bhoodan or Sampatti : se ation it 
(xv) fet ду [xq c "d j or Sampattidan movement as the Central Government may, by M Un 
(2) Without prejudice to the provisions contained in sub-section (1), gift-tax shall not be charg i i ; 
A 2 С E ch res) ч 
gifts made by any person during the previous year, subject to a maximum of rupees thirty Б ааа ае E | 
б. For assessment 1989-90 to 1993-94, for the words, ‘thirty thousand" * "р 
words, ‘thirty thousand’ pad one hundred thousand’, E > ousand! read “ten thousand”. For assessment year 1995-96 and onwards, 9 
7. For assessment ycars 1989-90 to 1993-94, for the words, ‘thirty thousand’ < : А i e 25. 
CC-0. Mumukshu Bhawan “ас евина теа Барра лоок Р i t 
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EXAMPLES FOR GIFT-TAX 
Rebate on advance payments: 
(Section 18 of the Gift-tax Act) OF 


Section 18 of the Gift-tax Act, 1958 provides for rebate in payment of “advance gift-tax" subject to the following condition and 


* limit: 


Condition: 
The “advance gift-tax” is paid-within 15 days of making the gift. If the last date f. 


: : : х or paying ad ifi-tax is a holi 
* Sunday, it can be paid on the following working day and still qualify for rebate [Refer Circular No OT, dt Ios SS TIR (SC) jS]. 


Limit: 
The rebate shall not exceed: 
(a) One-ninth of the advance gift-tax paid; or 


(6) one-tenth of the gift-tax due at the rate specified in section 3(2) viz. @ 30%, : 
whichcver is less. ( 


In order to obtain the maximum relief in payment of gift-tax, it is recommended that 9096 of the gift-tax due is paid by way of 
“advance gift-tax" in anticipation of rebate allowable at the time of regular assessment. ` 


А 


. ASSESSMENT YEAR 1995-96: 
EXAMPLE: . ; 
Адуапсе Last date 
Date of Gift Cumulative Cumulative Gross Rebate gift-tax to by which 
gift gifts taxable gift-tax for @ 1096 be paid by advance 
gifts cach gift { the donor gift-tax 
for cach gift to be paid 
Rs. Rs. See Г БЫША... Rs.' Rs. “Ез. ; 
30-4-94 5,000 5,000 Nil Nil N.A. Nil N.A. | 
1-6-94 25,000 30,000 Nil Nil N.A. Nil . KA. ) 
4-6-94 80,000 1,10,000 80,000* .. 24,000 2,400 21,600 20-6-94* 
. 1,10,000 24,000 — 2,400 21,600 
. EXAMPLES FOR DEDUCTION OF STAMP DUTY FROM GIFI-TAX: . А 
2 е (Section 18A) Р x 
z - Assessment years 1994-95 & 1995-96: : 
н Mr. A fuis etos Mr B. 
| Amountgified by > © Мз з. Rs; 31000 Mercuri 
| Les: Basic exemption under section 5(2) . Rs. 30,000 52 ... Ез. 30000 
Taxable gift- ' on ` v Rs. 1,000 4 п М Вз: 200005 
| Gift-tax (9 30% on taxable gift viesh rs әз ш Suave Rs. : 1300 à mat : Rs. 5000 | 
Less: Stamp duty paid Rs. 500% 757 aa Oe Samp duty pad Re, 2000 REN 
Deduction permissible” Rs 150 Deduction permissible”... Rs. 2000 — — 
— f. зе сз Se eee 
Gift-tax payable by the donor Rs. 150 - mS 400 LOL 
M f c Ж ^ 


su euge qu XÉT 


` в, Gift-tax @ flat rate of 30% on taxable gifts of Rs. 80,000 [Rs. 1,10,000 [шг Re, $0,000 basic exemption ws. 3(2)]. cbr eK a 

. =- 279, Ifthe last date for paying advance gift-tax is a holiday or Sunday, it can be paid on the following working day and still qualify for rebate; 19-6-94, k> 

is Sunday, therefore the payment on the following day qualifies for rebate. Y Mit boit oio xa adito adapt qvveisela "mw 
$ io Dodüction is to be 5 3 to one-half of gift-tax payable or the amount of stamp duty paid, whichever is less: : ist. АЧУ. уч E 
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SALARIES 272 


EXAMPLE 
'SALARY INCOME 
.. EXAMPLE [ 
For computing taxable income under the head “Salaries” during the financial year ending on 31-3-1995 
ASSESSMENT YEAR 1995-96 | 


The estimated annual salary of Mr. А an employce: 
(1) Salary Rs. 4,500 x 12 .. ac ac ac 5c E. ac T z > 
(2) Children Educational Allowance paid by the employer @ Rs. 100 p.m. for three children of 
the employee i.c., Rs. 100 p.m. X 12 months X 3 ac o ac an us 3,600 
Les: Amount exempt u/s. 10(14)(ii) read with Notification No. S.O.144(E) | 
Dt. 21-2-1989 @ Rs. 50 per month per child upto a maximum of two children i.c., i | 
Rs. 50 p.m. X 12 months X 2 5c р fe ES v. О o6 T 1,200 Rs. 940) 
(3) Perquisite in respect of rent-free furnished accommodation determined in accordance with Кис 3(a) (For 
the manner and method of computation of this perquisite, refer pp. 70-72) Se 3c 3e 205 
Base for deduction under section 16 .. ·‘°.. Rs. 63490 ` 


Rs. 54,000 i 


Less: (1) Standard deduction under section 16(i)t1: 


@ 33596 of salary of Rs. 63,480 .. Rs. 21,160 
Maximum deduction restricted to ` du We us == Rs. 15,000f 
(2) Deduction under section 16(iii) for profession tax: , 
Profession tax deducted, say © Rs. 40 p.m. X 12 months .. az Rs. 480 Rs. 15,480 | 
Estimated annual salary from which tax is to be deducted at source ZS.. T oe 5e .. Rs. 4800 
Income-tax chargeable on estimated annual salary of Rs. 48,000 (Refer pagc 291) 59 3c óc Rs. `2,600 
Less: Rebate of (deduction from) income-tax u/s. 88*: | 
(г) Life insurancc premia paid "TE. а Rs. 1,000 | 
(b) Contributions to Provident Fund out ofcurrent year’s salary .. ae Rs. 3,600 | 
Total Rs. 4,600 


Deduction @ 20% of Rs. 4,600 from the amount of income-tax тз vs 55 Sc Ez Rs. | 
Income-tax on estimated annual salary of Rs. 48,000 . . Rs. | 
Deduction of tax every month would be (Rs. 1,680 + 12) 5o Qo 5c SUCI. A Rs. rj 


In addition to salary, the employee has the following sources of income: 
1. Estimated annual salary as computed above з T СБ T ООО. sa Rs. 48,000 
2. Interest on deposits with Banks Pee ee ж е 


3. Interest on securities St " m О h 240 | 
2 : Gross total i Хх Rs. 54 | 
Less: Deduction under section 80L: Interest on deposits with Banks s 6 IIO 79 Rs. Ee 
Total (taxable) income .. Rs. 48,240 
Computation of income-tax: 
Income-tax chargeable on Rs. 48,240 (Refer pp. 290-291). . . x a C. TOE BAITS AR 36 Rs. 
Less: (1) Rebate of (deduction from) income-tax u/s, 88 as computed a od .. Rs. 920 


2,648 
(2) Tax deducted by employer on salary income, .. .. .._.. .. Rs. 1,680 Rs. 2600 
Tax payable on self-assessment, if no advance tax** has been paid eua e ca aR £| 
TT Standard deduction [ї.е. on % basis subject to a maximum of Rs. 15,000f u/s. 16(i)] i ) B 
; Pey - 15, . 16(i)] is also allowable to th loyee who | 
gill cna (пета ортто em np: Furl elem vice provided o e ert 
„Пот. is office or other place of work, or from office or such pl is resi ill not be | 
Eye = апуан Зна Еке вора пее of cost or at concessional rate as perquisitdin the} edet x employee. k a 
n u/s. 16(i) is to be co: М , EC 
in на ацы from more than опе employer during Mery the aggregate amount of salary due in cases where an employee? | 
n сазе of an employee, being a woman, whos 4 ali З + du 
Rs. 75,000, maximum deduction restricted in her case is Rar 18,000 [Provin ee cte ROT? peus | 
Ie A petere егт а ЧЫ: МЕ: 
eiplainediabove: ' РР: ), will be allowed from the income-tax chargeable on taxable income 
** The employec is required to pay “advance tax” in three i i solis : ; J 
tax as юка лд к 209 їз Кз. 1,500 ог тоге [Refer section 908]. тшсшше ашкы on pp 22/5280 ie in 
„Note: Under section 192(2B), an employee having salary income in additi iani Y ;- Mes) hal 
ер to furnish in hep pee Form No. 12C the details of other income aad 5 Чазаа аге aren мена ам Ho o 
ot aay boe € tax duc on total income (аз reduced by tax deducted at source on other incomes, i bc су wi Lt а. | 
Боже, p la not apply in the cases where it has effect of reducing the tax deductible fi e hth i der the 127: 
es i ow = amount K would be so deductible if the other income and the tax deducted е ЕА есп " 
scp 1m vien d опада ансат ПА) an employes ias i ice б d yen See ГУ OS 
А 000/Вз. 35,000 is required to file his return of income Ly 39.6-1955/30.6.1994/30.6. 1^ 
respecuvely. CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri i 
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273 SALARIES 
TABLE 


FOR MONTHLY SALARY INCOME BETWEEN Rs. 2,901 & Rs. 3,140 


Amount of tax to be deducted per montht during the Financial year 1994-95 
TBefore you proceed to refer this table, please refer explanatory note marked "IMPORTANT" below. 


T IMPORTANT 
Income-tax Is to be arrived at with reference to table given, on the taxable salary, that Is gross salary income as reduced by deductions 
u/s. 16(0, 16(ii), 80D, 8000 and 80GG. From the Income-tax so arrived at, the following rebales of (du income: 
| allowed u/s. 88 & 88B to arrive at the Income-tax payable: женене ож аю Мыш: 


| (а) in respect of aggregate sums Invested or deposited in specified savings, referred to In section 88 [Refer pp. 205-209]: 
) (1) Q2096 of such savings, in the case of an Individual {other than (2) below], 


(2) @25% of such savings, in the case of an Individual, whose total Income, derived from the exercise of his profession as an 
Y ex playwright, artist, musician, actor or sportsman (Including an athlete), Is 25% or more of his total Income [Proviso to section 
j^ (6) @40% of the tax payable by resident individual who Is of the age of 65 years or more at any time during the previous yearand 


whose gross total Income does not exceed Re. 1,00,000. ‘Gross total income' means total Income determined under the Act, before making 
any deduction under Chapter VIA of the Act [Section 88B]. 


NOTES: 
1. Тһе rebate under section 88 from Income-tax will be limited to Rs. 12,000. That Is maximum amount of savings can be Rs. 60,000. 
In the case of an Individual, whose Income, derived from the exercise of his profession as an author, playwright, artist, musician, actor or 


sportsman (Including an athlete), is 25% or more of his total income, the sald rebate Is upto Rs. 17,500. That 1s maximum amount of savings 
can be Rs. 70,000 in their cases [Section 88(6)]. 


2. The rebate under sections 88 & 88B will be limited to Income-tax chargeable, before allowing the sald rebates, on the taxable 
salary [Section 87(2)]. 


3. The table given hereunder Is before the rebates u/s. 88 & 88B. The example given on page 272 Illustrates the manner and method 
of determining the tax to be deducted at source. 


MONTHLY SALARY BETWEEN Rs. 2,901 & Rs. 3,020 MONTHLY SALARY BETWEEN Rs. 3,021 & Rs. 3,140 


Taxablo Taxabl Taxable Taxable Taxable Taxable xab 
* P Salary" | I.T. Salary" | IT. Salary" Salary*} T. LT. 
ЖЕ? | вар, |^ m | Ase, || Re | пар, нер. 
3081| 32.87 
02 Х 62 А д 4 4 2 K 


LT. 
P. 
| 26.87 


п cene» < 


ERN 


22 
23 
24 
25 
26 
27 
28 
29 
3030 
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TTE ЕРРЕР @ 


Nb baBN 


2 


6848 GLBRI S85 


P3 


~ 9» 9 we исм < со 
=b 


as PTT EPTTIS 
52899 922282 888498 


2 
e 
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* Monthly taxable Salary Is arrived at after taking Into consideration the deductions perm ^u 16()) [Refer note e below], u/s. 16(11) tor 
* profession tax pald/deducted and Chapter VIA [viz. section 80D, 80DD, 80GG) of the коа А 
Notes: benefits and other allowances, please refer example on page 272. 
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SALARIES 274 
TABLE 


FOR MONTHLY SALARY INCOME BETWEEN Rs. 3,141 & Rs. 3,540 


Amountof tax to be deducted per montht during the Financial year 1994-95 
please refer explanatory note marked “IMPORTANT” on page 273. 


+Before you proceed to refer this table, 
MONTHLY SALARY BETWEEN Rs. 3,141 & Rs. 3,340 MONTHLY SALARY BETWEEN Rs. 3,341 & Rs. 3540 
Taxable Taxable Taxable Taxable Taxable ae] Taxable 
. : * | LT. "| rr. |[Salry*| tT. ||Salary*| |, 


: = Monthly taxable Salary is arrived at after taking Into со 
profession tax pald/deducted and Chapter VIA [viz. section 200, 8000, 806) af he Income "s /s. 160) [Refer note (2) below], ш. 10001 
Notes: (1) Forperquisites, benefits and other allowances, please refer example on page 272. : 
(2) Sanoka goaden шь 190 @33'/,% of salary subject to a maximum of Re. 15,000 p.a. [Rs. 18,0 woman 
yee whose annual total income before making any deduction ш. 16() does not exceed He ТЕ IN сазе оем? 
(S) For rebate (deduction) allowable u/s. 88, in respect of life Insurance premia, contribution to Prov. dis tobe аїомес, sjed | 
units of Mutual Fund and purchase of National Savings Certificates VIII Issue, elc. etc, refer on Рипа, subscription to Mo 
(4) For tax оп estimated annuakaalanineeme;qiegsezaterirpobeot29 Digitized by eCiangot 205-209. Н 
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| 275 SALARIES 
| ТАВГЕ 


1 FOR MONTHLY SALARY INCOME BETWEEN Rs. 3,541 & Rs. 5,740 


Amount of tax to be deducted per montht during the Financial year 1994-95 
| {Before you proceed to refer this table, please refer explanatory note marked "IMPORTANT" on page 273. 


oo LY SALAR BETWEEN Rs. 3,541 & Rs. 3,740 MONTHLY SALARY. — 2n 3,750 = Rs. 5,740 


IE 27 т. peri LT. шагу? LT. 
ala 
mth Rs. P. Вау Аз. Р. rt Rs. P. Salary | "ыл Р. 


5250 |491.67 


a 
è 8 


$9329 9999 
È 
o pa EE D 
a agaaa a 


5558 


CTERRETPEETTTTS 
Ё 
9 


PRSES ERS 
TETEE 


| hiy taxable Salary le arrived at after taking | issible ws, 16() [Refer note (2) below), u/s. 16(Ш) for 
ri ng into consideration the deductions permi (OJI (2) м. (lil) 
No ент ae aie/deducted and Chapter VIA [viz. section 800, 80DD, 8066) ofthe Incorne-taX Ac. 
©) E г Perquisites, benefits and other allowances, please refer example on page 272. х 
аталса deduction u/s. 16()) @33'/, % of salary subject to a maximum of Rs. 15,000 p.a. [Rs. 18,000 p.a. in the case of a woman. 
(з) For үзе Whose annual total Income before making any deduction u/s. 16(1) does not exceed Rs. 75,000] Is to be allowed. 
te (de duction) allowable u/s. 88, in respect of life Insurance premia, contribution to Provident Fund, ч tion to romed x 


d иә of Mutual Fund and purchase of National Savings Certificates VIII Issue, etc. etc., refer pp. 205-209. 
or tax on estimated annual s ary | please. refer 290 -292. 
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SALARIES 276 
TABLE 


FOR MONTHLY SALARY INCOME BETWEEN Rs. 5,750 & Rs. 11,300 


Amount of tax to be deducted per month during the Financial year 1994-95 d 
Before you proceed to refer this table, please refer explanatory note marked "IMPORTANT" on page 273. 


MONTHLY SALARY BETWEEN Rs. 5,750 & Rs. 8,300 MONTHLY SALARY BETWEEN Rs. 8,320 & Rs. 11,300 


Taxable Taxable Taxable 
Samy | LT. Saar" LT. Salary’ | 1.7. Salary’ | T. Salary ЕГ 
Rs. Rs. P. Rs. Rs. P. Rs. Rs. P. Rs. Rs. P. Rs. Rs. P. 
8320 


1112.67 1412.67 1712.67 2044.67 
1118.67 1418.67 1718.67 2052.67 
1124.67 1424.67 1724.67 2060.67 
1130.67 1430.67 1730.67 2068.67 
1136.67 1436.67 1736.67 2076.67 


1142.67 1442.67 1742.67 2084.67 
1148.67 1448.67 1748.67 2092.67 
1154.67 1454.67 1754.67 2100.67 
1160.67 1460.67 1760.67 2108.67 
1166.67 1466.67 1766.67 2116.67 


1172.67 1472.67 1772.67 2124.67 
1178.67 1478.67 1778.67 40| 2132.67 
1184.67 1484.67 1784.67 2140.67 
1190.67 1490.67 1790.67 2148.67 
1196.67 1496.67 1796.67 2156.67 


1202.67 1502.67 1802.67 2164.67 
1208.67 1508.67 1808.67 2172.67 
1214.67 1514.67 1814.67 2180.67 
1220.67 1520.67 1820.67 2188.67 
1226.67 1526.67 1826.67 2196.67 


1232.67 1532.67 1832.67 2204.67 
1238.67 1538.67 1838.67 2212.67 
1244.67 1544.67 1844.67 2220.67 
1250.67 1550.67 1850.67 2228.67 
1256.67 1556.67 1856.67 2236.67 


1262.67 1562.67 1862.67 2244.67 
1268.67 1568.67 1868.67 2252.67 
1274.67 1574.67 1874.67 2260.67 
1280.67 1580.67 1880.67 2268.67 
1286.67 1586.67 1886.67 2276.67 


1292.67 1592.67 1892.67 2284.67 
1298.67 1898.67 2292.67 
1304.67 | 1904.67 2300.67 
1310.67 А 1910.67 2308.67 
1316.67 А 1916.67 2316.67 


1322.67 1924.67 2324.67 
1328.67 Д 1932.67 2332.67 
1334.67 А 1940.67 2340.67 
1340.67 K 1948.67 2348.67 
1346.67 А 1956.67. 2356.67 


1352.67 4 1964.67 2364.67 
1353.7 1972.67 2372.67 
106707 EA 4 1980.67 2380.67 
87087 T 1988.67 2388.67 

4 М 1996.67 2396.67 


1382,67 | . у 2004.67. 2404.67 
1888.07 T 2012.67 2412.67 
"Feet : 2020.67 2420.67 
100007 2028.67 2428.67 

. . 2036.67 2436.67 


5. Monthly taxable Salary Is arrived at after taking into consideration the deductio, 
profession tax pald/deducted and Chapter VIA [viz. section 80D, 80DD, 80GG) of the Monee EO ence (2) Below), fes toT x 


Notes: — (1) For perquisites, benefits and other allowances, please refer example on page 272 
(2) Standard deduction u/s. 16() 0 331/,96 of salary subject to a maximum of Rs. 15 000 a 
‚15, . [Re. 
employee whose annual total income before making any deduction u/s. 16(1) does перне пе 75,000] Mieres ee е 


_ (9). Forrebate (deduction) allowable u/s. 88, in respect of Ше insurance premia, со 
units of Mutual Fund and purchase of National Savings Certificates Mi lesue, Fiera ee vd Mesas жзг 
(4) Fortax on estimated annual salary Income, please refer рр. 292-294. ч : 
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277 ADVANCE TAX 
NOTES 


MAIN FEATURES OF PAYMENT OF ADVANCE TAX 
Payable during the financial year ending on 31-3-1995 
(assessment year 1995-96): 


The provisions of the Advance tax scheme in respect of advance tax payable, during the financial year 
ending on 31-3-1989 and subsequent years, are as explained below: 


(1) Income subject to advance tax: 
[Section 207] 


The advance tax shall be payable on all the items of income included in the total income chargeable to tax for 
the assessment year immediately following the financial year in which the advance tax is payable. This would 
mean that (a) capital gains, and (b) income referred to in section 2(24)(ix) e.g., winnings from lotteries, 
crossword puzzles, races including horse races, card games, other games, gambling or betting, will not be 
excluded from the total income for the purposes of computation of advance tax despite the fact that the said 
items of income are of non-recurring nature. In short, the whole of the total income chargeable to tax (referred 
to as the "current income") will be liable to payment of advance tax. Refer examples on page 279. 


(2) Conditions of liability to pay advance tax: 
[Section 208] 
Under section 208 it is obligatory to pay advance tax during the financial year in every case where the 
advance tax payable is Rs. 1,500 or more. Thus, if the advance tax payable as computed under section 209 is less 


than Rs. 1,500, there would be no obligation on the part of any assessee to pay advance tax during the financial 
year 1994-95 (assessment year 1995-96). 


(3) Computation of advance tax: 
[Section 209] ' 

(a) Where the calculation is made by the assessee for the purposes of payment of advance tax under 
section 210(1) or 210(2) or 210(5) or 210(6), he shall first estimate his current income and then calculate Ше. 
income-tax thereon at the rates in force in the financial year, i.e., the rates specified in Part III of the First 
Schedule to the Finance Act, 1994 [Section 209(1)(a)]. 

(b) Where the calculation is made by the "Assessing Officer" by an order made under section 210(3), the 
income-tax shall be calculated by him at the rates in force in the financial year: 


(i) on the total income assessed as per the latest regular assessment, or 
(ii) on the total income returned by the assessee for any subsequent previous year, 
whichever is higher [Section 209(1)(b)]. 

. However, where a return is furnished by the assessee under section 139 or in response to notice under 
section 142(1) or a regular assessment is made in respect of the previous year later than that referred to in (b)(i) 
& (b)(ii) above, the Assessing Officer may issue an amended order under section 210(4) on the basis of such 
return or regular assessment. The income-tax will have to be calculated by him on the total income thus returned 
or assessed, as the case may be, at the rates in force in the relevant financial year [Section 209(1)(c)]- 


NOTES: 

I. The income-tax calculated by the assessee or the Assessing Officer, as the case may be, shall be 
reduced by the amount of income-tax deductible or collectible at source during the relevant financial year under 
any provision of the Income-tax Act from any income (as computed before allowing any deductions under the 

ncome-tax Act) which has been taken into account in computing current income. The amount of income-tax so 
reduced shall be the advance tax payable in that year [Section 209(1)(d)]. 


Net agricultural income, if any, is to be taken into account while computing "advance tax" [Section 


2. 
209(2)]. In cases where the net agricultural income does not exceed Rs. 600, it is to be ignored [Section 2(8) of 


the Finance Act, 1994]. 


of Rs 3. In the case of Hindu undivided family, where at least one member has taxable income in excess - 
- 35,000, the computation of “advance tax" is to be made with reference to rates prescribed un ег. 


Sub-Paragraph IT of Paragraph A of Part III of the First Schedule to the Finance Act, 1994 and 


tables appearing on РР, 296-297 [Section 208 


with 
3)]. RU. né 
awan О s Collection. Digitized by eGangotri 
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ADVANCE TAX 278 
NOTES 


(4) Procedure for the payment of advance tax during the financial year 1988-89 
& subsequent years (assessment year 1989-90 and onwards): 
[Section 210] 

It is no longer necessary for the assessee to file statement of advance tax or estimate of advance tax. Filing 
of estimate of advance tax (i.e., intimation in the prescribed Form No. 28A) would be necessary only where the 
Assessing Officer has issued a demand notice under section 210 and the assessee estimates advance tax payable 
at a lesser figure [Refer item (b) hereafter]. 

The procedure for payment of advance tax from the financial year 1988-89 is laid down in section 210. 
The relevant provisions of this section are as explained hereunder: 


(a) Payment of advance tax by the assessee of his own accord: 
[Section 210(1) & 210(2)] 
Every person who is liable to pay advance tax under section 208 (i.e., in cases where the advance tax 
payable is Rs. 1,500 or more), whether or not he has been previously assessed by way of regular assessment, shall, of his 


own accord, pay, on or before the due dates specified in section 211(1) [refer item (5) on page 279], the 
appropriate percentage, of the advance tax on his current income calculated under section 209 as explained in 
item (3) on page 277 [Section 210(1)]. 

An assessee who has paid any instalment or instalments of advance tax under section 210(1) as explained 
above, may increase or reduce the amount of advance tax payable in the remaining instalment or instalments in 
accordance with his estimate of the current income and make payment of the said amount in the remaining 
instalment or instalments as specified in section 211(1) [Section 210(2)]. 


(b) Payment of advance tax in pursuance of an order of the Assessing Officer: 
[Section 210(3), 210(4), 210(5) & 210(6)] 
In the case of a person who has already been assessed by way of regular assessment in respect of the total 


income of any previous year and who has not paid any advance tax under section 210(1) [as explained in sub- - 


item (a) above] may be required by the Assessing Officer by issue of an order in writing under section 210(3) at 
any time during the financial year but not later than the last day of February to pay advance tax calculated under 
section 209(1)(b). The Assessing Officer will issue notice of demand under section 156 to such assessee in 
Devan of the said order specifying.the instalment or instalments in which such tax is to be paid [Section 
210(3)]. 

If, after making an order under section 210(3) and at any time before the 1st day of March, a return of 
income is furnished by the assessce under section 139 or in response to notice under section 149(1) or a regular 
assessment of the assessee is made in respect of a previous year later than that referred to in section 210(3), the 
Assessing Officer may issue an amended order under section 210(4) with a notice of demand under section 156 
requiring the assesseee to pay, on or before the due date or each of the due dates specified in section 211(1) 
following after the date of the amended order, the appropriate percentage of advance tax computed on the basis 
5 total Biya ee in such return or in respect of which the regular assessment aforesaid has been made 

ection : 


An assessee who is served with a notice of demand in pursuance of an order of the Assessi er 
section 210(3) or an amended order under section 210(4) iy. if in his estimation the adane tase ble pur 
current income would be less than the amount of advance tax specified in such order or amended order, send an 
intimation in the prescribed Form No. 284 to the Assessing Officer to that effect and pay such advance tax calculated 
under section 209 in accordance with his estimate on or before the due date or each of the due dates specified in 
section 211(1) falling after the date of such intimation [Section 210(5)]. E ; 


~ In cases where the advance tax payable in pursuance of an order of the Assessing en 
210(3) or amended order under section 210(4) is estimated by the assessee to Heer MER RE 
specified in the said order or amended order or intimated by him under section 9 10(5), he shall r before 
EE meda ar ще last пашаш, specified in section 211(1), the appropriate part ог as the en E be, the 
whole of such higher amount of advance tax in accordance with his estimate in th Я ; TIS 
209 [Section 210(6)]. in the manner laid down in section 


To summarise, the calculation for the payment of advance tax is to be made by t i 
force in the relevant financial year where the. payment:is to be made under SERO d De os Se m ths 10(2) E 
section 210(5) or section 210(6), while such calculation is to be made by the Assessing Offic E ion Pree 
order under section 210(3) or amended order under section 210(4). _ : STON DARING, 
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279 ADVANCE TAX 
NOTES 


(5) Advance tax when payable: 
[Section 211] 


Advance tax as calculated under section 209 on the current income shall be payable in three/four 
instalments during each financial year. Under section 211(1), the due date of payment and the amount payable 
in each instalment during financial year ending on 31-3-1995! is indicated in the following table: 


(A) IN THE CASE OF COMPANIES: 


TABLE I 
Due date of instalment? Amount payable 
1. On or before the 15th June -. М№ог less than 15% of such advance tax. 


9. Оп or before the 15th September ..- Not less than 45% of such advance tax, as reduced by the 


amount, if any, paid in the earlier instalment. 


Not less than 7596 of such advance tax, as reduced by the 


amount or amounts, if any, paid in the earlier instalment or 
instalments. 


The whole amount of such advance tax as reduced by the 
amount or amounts, if any, paid in the earlier instalment or 


3. On or before the 15th December 


4. Оп ог before the 15th March? 


instalments. ў 
(B) IN THE CASE OF ALL ASSESSEES (OTHER THAN COMPANIES)!: 
TABLE II 
I Due date of instalment? Amount. payable 
1. On or before the 15th September .. Мог less than 3096 of such advance tax. 
2. Оп or before the 15th December .. Not less than 60% of such advance tax, as reduced by the 
amount, if any, paid in the earlier instalment. 
3. Оп or before the 15th March? -. The whole amount of such advance tax as reduced by the 
. amount or amounts, if any, paid in the earlier instalment or 
б instalments. 


Where the current income includes capital gains and/or income of the nature referred to in section 
2(24)(ix) (i.e., winnings from lotteries, crossword puzzles, races, etc.), the assessee should pay the whole amount 
of tax payable thereon in the instalment of advance tax falling immediately due after the accrual or arising of the 
said types of income. In a case where such income arises after 15th March, after the payment of last instalment 
| of advance tax, the whole amount of advance tax payable thereon should be paid on or before 31st March 
| [First proviso to section 234C(1) read with Proviso to section 211(1)]. 
If notice of demand issued u/s. 156 in: pursuance of an order of the Assessing Officer u/s. 210(3) or an 
. amended order u/s. 210(4) is served after any of the due dates specified in the above table, the appropriate part, 
` Or, as the case may be, the whole of the amount of advance tax specified in such notice shall be payable on or 
| before those dates falling after the date of service of the notice of demand [Section 211(2)]. 
US Examples: 3 


1. Mr. Joshi estimates his income for the financial year ending 31-93-1995 (asst. year 1995-96) from various 
Sources as under: 


l. Businesincome ..  ..  .. RE ч: киз bs de ag ou ac Rs. 55,000 
2. Property income (let-out) siio woo cee ые ле а з чу у 
3. Interestincome on deposits with companies... — .. .. .. .. .. .. .. Rs. 1,000 
E 4. Dividend income from M/s. А. & Co. Ltd. (Tax at source Rs. 1,100) gross ..- .. Е Rs. 5,500 
i Rs. 65,500 — 
Less: Deduction under Chapter VIA: e 
i Under section 80L: Dividend income e з deco з с a Ree 5,500 
| { Income subject to advance tax (called "current income”). . Rs. 60,000 


К.К. 1993-94 (55th Year of Publication) which are the same, i.e. 3 instalments, аз stated in Table П above: 


2. Ifthe last da i of advance tax is a day on which the receiving bank is closed, the assessce can 
ше Payment onthe exl ОЕ Ксы ы. day, and in such eee the mandatory ieee leviable u/s. 234B/234C woul 
Xe [Circular No. 676, dt. 14-1-1994, 205 ITR (St.) 330]. А 27 "ded "n 
finan E Any amount paid by way of advance tax on or before 31st day of March shall also be treated as advance tax paid 
year ending on that day for all purposes of the Income-tax Act [Proviso to section 211(1)]. _ : SAE 
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Income-tax chargeable оп current income of Rs. 60,000 (Refer page 291) .. 
Less: Rebate of (deduction from) income-tax u/s. 88* : г n 


Deduction @ 20% of life insurance premia paid Rs. 4,500 . 900 
Rs. _ 4,100 
Less: Tax deductible @ source on dividend of Rs. 5,500 @ 2096 I.T. only .. fe 5p 5 Rs. ~ 1,100 
Advance tax payable during financial year 1994-95 +s Rs. 3,000 
Mr. Joshi has to pay the advance tax of Rs. 3,000 in three instalments as specified below: 
Due date of instalment Amount of instalment payable 
On or before 15-9-1994 Rs. 900 (being 30% of Rs. 3,000) p 
On or before 15-12-1994 Rs. 900 (being 6096 of Rs. 3,000 i.c. Rs. 1,800 less Rs. 900 paid on 15-9-1994) 
On or before 15-3-1995 Rs. 1,200 [being whole of Rs. 3,000 less Rs. 1,800 (Rs. 900 paid on 15-9-1994 
plus Rs. 900 paid on 15-12-1994)]. 
Total .. Rs. 3,000 


2. In the above example (1), after payment of last instalment of advance tax on 15-3-1995, Mr. Joshi sells shares on 
16-3-1995. Long-term capital gains on the sale of shares computed under substituted section 48 [Refer item 4 on 
page 121] is Rs. 20,000. Revised income subject to advance tax (called "current income") for the purpose of 
payment of advance tax on capital gains* by 31-3-1995 will be as under: 


Income subject to advance tax [as worked out in example (1) on page 279] .. cc od Rs. 60,000 
Add: Long-term capital gains (arose on 16-3-95°on sale of shares) — .. .. T 28 Rs. 20,000 


Revised income subject to advance tax (called "current income") for the purpose of payment of 


advance tax by 31-3-1995 o's v. Vs on vs Rs. 80,000 


Advance tax payable on long-term capital gains Rs. 20,000: 
Income-tax @ 20% u/s. 112(1)(a)(ii) read with 2nd proviso to section 2(7) of the Finance Act, 1994: 


2096 (flat rate of income-tax) X Rs. 20,000 (long-term capital gain) .. ao : Rs. 4,000 


Advance tax payable on long-term capital gains by 31-3-1995° T ea St ad d Rs. 4,000 


Notes: (1) Shri Joshi is neither required to file statement of advance tax nor estimate of income. 

(2) The whole amount of tax on capital gains has to be paid in the instalment falling immediately due 
after the said capital gains arose as explained in example (2) above in order to avoid levy of interest 
under section 234C. It may be noted that, from assessment year 1992-93 and onwards, the loss under the 
head "Capital gains" (whether short-term or long-term) cannot be set off against any other head of 
income in the same previous year [Vide section 71(3)] and for assessment years 1998-94 and 1994-95, 
the loss from any house property [other than house property whose annual value is taken to be ‘nil’ 
u/s. 23(2)(a)(i)] cannot be set off against income under any other head in the same assessment year 
[Vide old section 71(4)]. 


(6) Consequences for non-payment of advance tax: 
[Section 218] 


; If any assessee does not pay on the date specified in section 211(1 , any instalment of a е 
is required to pay by an order of the Assessing Officer under section 2100) ar section 210(4) cod e 
to the Assessing Officer an intimation u/s. 210(5) or does not pay the advance tax on the basis of his estimate 
under section 210(6) he shall be deemed to be an assessee in default in respect of such instalment or 
instalments. Where an assessee is deemed to be in default, penalty u/s. 221 is leviable for the unpaid instalment 
on кешеп. КО gia ETS in payment of advance tax, penal interest under section 234B and/or 234C is 
eviable. No penalty is leviable for such de : i i 
veas [vide ТОБ БЛИЗ) aults u/s. 273 in relation to assessment year 1989-90 and subsequent 


4. For rebate of (deduction from) income-tax u/s. 88, refer pp. 205-909. 
5. Capital gains as well as income referred to in section 2(24)(ix) is to be included in the cu 
6. Аз the long-term capital gains arose оп 16-3-1995 (i.e., after last instalment of advan 
of the amount of advance tax payable Rs. 4,000 in ect of capital gains is to be pai -9- G5 
with Proviso to section 211(1)]. pu EUH e ek MEL O 
If the said capital gains arose say on 21-12-1994 (i.c., after expiry of 9nd i 
whole of thc amount of tax payable amounting to Rs. 4,000 in EE alike ss р S хан Е SR Before 15:19 1994); En 
of advance tax which is immediately duc i.c., on or before 15-3-1995. On or before 15-3-1995, Mr. Joshi ee Ss CL nea 
Rs. 1,200 as worked outin example (1) pas Rs. 4,000 being tax on the said capital gains (as worked out above)] SE a pim of Ке ш [= 
Accordingly, if the said capital gains arose зау on 21-9-1994 (ie., after expiry of Ist instalment of ad EE fore 
15-9-1994), the whole amount of tax payable amounting to Rs. 4,000 in respect of the said capital раї vance tax due on or be 
the instalment of advance tax on or before 15-12-1994. gains plus Rs. 900 is to be paid as part © 


rrent income [Vide section 207]. 
x due on or before 15-3-1995), the whole 
[Vide Ist proviso to section 234C(1) read 
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(7) Interest, chargeable for defaults in, and receivable for, payment of advance tax: 
[Sections 234B, 234C & 244A] 

The provisions relating to the levy of interest under sections 215, 216 & 217 for defaults in the payment of 
advance tax or failure to furnish Statutory estimates of advance tax or for filing false estimates of advance tax are 
explained with examples vide item (A) on рр. 301-304 of the Income-tax Ready Reckoner 1988-89 (Golden 

ubilee Year Publication). Those provisions are applicable to assessments for the assessment year 1988-89 and 

earlier years but will not apply to defaults in relation to the assessment year 1989-90 and any subsequent years 
[Refer sub-section (3) to section 214]. However, interest for such defaults is chargeable u/s. 234B & 234C as 
stated hereafter. 


(ìi) Interest chargeable for defaults in payment of advance tax: 
[Section 234B'] 


With effect from 1-4-1989 (assessment year 1989-90 and onwards), where the assessee fails to pay advance 
tax which he is liable to pay u/s. 208 or, where the advance tax paid under the provisions of section 210 is less 
than 90% of the assessed tax, he shall be liable to pay simple interest at the rate of 2% for every month or part of a 
month comprised in the period from 1st April next following the financial year in which the advance tax was 
payable (i.e., 1st April of the relevant assessment year) to the date of determination of total income u/s. 143(1) or 
regular assessment. The interest shall be chargeable on the entire amount of the assessed tax for failure to Pay 
advance tax or, as the case may be, on the difference betweeen the assessed tax and the advance tax paid u/s. 210. 


For the purposes of this section, "assessed tax" [as defined under the Explanation 1 to section 234B(1)] 
means: 


(a) for the purposes of computing the interest payable under section 140A, the tax on the total 
income as declared in the return, 


(b) in any other case, the tax on the total income determined u/s. 143(1) or section 143(3), as 
reduced by the amount of tax collected or deducted at source on any income which is subject to such 
collection or deduction and which is taken into account in computing such total income. 


Where an assessee has paid tax as self-assessment u/s. 140A or otherwise before the date of determination 
of total income u/s. 143(1) or completion of the regular assessment, the interest shall be calculated at the 
prescribed rate on the liable amount in two stages; first, from Ist April of the relevant assessment year to the date 
of payment of such tax and thereafter on the liable amount as reduced by such payment upto the date of regular 
assessment. Where the interest has been paid by the assessee along with self-assessment tax u/s. 140A, such 
interest shall be reduced from the interest chargeable upto the date of such payment [Section 234B(2)]. 


Notes: (1) Where an assessment is made for the first time under section 147, the assessment so made shall be 
regarded as regular assessment for the purposes of section 234B [Explanation 9 to section 
234B(1)]. 

(2) The "tax on the total income determined under section 143(1)” shall not include additional 
income-tax, if any, payable under section 143(1A), for levying the interest under section 234B 
[Explanation 3 to section 234B(1)]. 

(3) Where, as a result of re-assessment or re-computation under section 147 or as result of any 
rectification under section 154 or as a result of any appeal or revision or order of the Settlement 
Commission under section 245D(4), the amount on which interest was payable has been increased 
ог decreased, as the case may be, the interest shall be increased or decreased accordingly. Where 
the interest is increased, the Assessing Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable. In a case where the interest is reduced, the excess 
interest paid, if any, shall be refunded [Sub-sections (3) & (4) of section 234B]. 

(4) Interest is payable for every month or part of a month which means that fraction of a month will not 
be ignored and interest at the rate of 296 will be charged even for part of a month. Further, the rate 
of interest payable by an assessee has been fixed at 24% p.a. (i.e., 2% per month or a part thereof) 
[Section 234B(1)]. 


(5) The interest leviable under sections 234B and 234C [discussed in sub-items (i) & (ii) of item (7)] is 


mandatory and there is no provision in the Act for reduction or waiver of this interest. 


(6) For assessment year 1992-93, in the case of ап assessee being a domestic company, penal interest. 
u/s. 234B and 234C, if payable on account of shortfall in payment of advance tax only on account of - 
provision of section 34A [Refer item (xvii) on page 101], such interest will not be levied, provided — 
As such shortfall is paid before the filing of return of income u/s. 139(1) for assessment year 1992 z 


ur 


7. Refer footnote No. 9 on page 279. | y pod 
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Examples: 

(1) Shri Joshi files the return of income for the assesment year 1994-95 on 30-6-1994 (due date for filing return js 
30-6-1994) declaring income of Rs. 62,500. Tax deducted at source Is Rs. 350 and advance tax paid is Rs. 6,000, 
The interest payable for default in payment of advance tax u/s. 234B alongwith the self-assessment tax payable 
u/s. 140A is as under: 


Income-tax on Rs. 62,500 [being total (taxable) income declared in return] (Refer page 212) .. Rs. 7,759 | 


Less: Tax deducted at source . . ac зс о go : : . e Rs. | 350 
Assessed tax ort rr .. 55 do ac ac ae e. 5 m e. .. Rs. 7,400 
Less: Advance tax paid .. an ys ad ae js сс oo + . >. Rs. 6,000 
Short-fall in payment of advance (ах. . Rs. 1,400 
—— 
90% of the assessed tax of Rs. 7,400 . . Rs. 6,660 
As the advance tax paid (Rs. 6,000) is less than 9096 of the assessed tax (i.e. Rs. 6,660), Shri Joshi 
is liable to pay interest u/s. 234B on the short-fall of Rs. 1,400 along with the self-assessment 
tax u/s. 140A as under: 
Self-assessment tax nS on 2 is aS ac L sd 15 3c Rs. 1,400 
Add: Interest from 1-4-1994 to 30-6-1994 (2 months and 29 days i.e. part of a month) @ 2% p.m. 
on short-fall of Rs. 1,400 i.e. 3 months X interest @ 2% p.m. оп Rs. 1,400 (short-fall) .. 55 Rs. 84 
Self-assessment tax and interest payable on or before 30-6-1994 .. 29 Rs. 1,484 


Note: The return shall be accompanied by proof of payment of self-assessment tax and interest [Section 140A(1)]. 


(2) Shri Mehra's assessed income for the assessment year 1994-95 on regular assessment completed 
say on 12-1-1995 is Rs. 64,500. Tax deducted at source is Rs. 350 and advance tax paid is 
Rs. 6,000. On the basis of returned income of Rs. 57,830 filed by due date, neither self- 
assessment tax nor interest u/s. 234A or 234B or 234C was payable. 


Income-tax on Rs. 64,500 assessed income (Refer page 213) .. ee T а vi Ss Rs. 8,350 
Less: Tax deducted at source . . Е 3c Sn T an сё 20 Dio oc 50 Rs. 350 
Assessed tax Vu Айз e es v. Ss vs Ju 5 ad oc ot M Rs. 8,000 
Less: Advance tax paid . . dpi d bon 3 a d оо 58 d ud od d Rs. 6,000 
Short-fall in payment of advance tax T Rs. 2,000 
90% of the assessed tax of Rs. 8,000 vis Rs. 7,200 


As the advance tax paid (Rs. 6,000) is less than 9096 of the assessed tax (i.e. Rs. 7,200), Shri 
Mehra will be liable to pay interest u/s. 234В from 1-4-1994 to the date of regular assessment 
Г.е.19-1-1995 on the short-fall of Rs. 2,000 as under: 


(i) Interest from 1-4-1994 to 31-12-1994 (9 completed months) (9 296 per month on Rs. 2,000 


short-fall i.e. 9 months X interest (2 2% p.m. X Rs. 2,000 (short-fall) . . 5 AE Rs. 360 

(ii) Interest from 1-1-1995 to 12-1-1995 (12 days i.e. part of a month) @ 2% per month on Rs. 2,000 
short-fall i.e. 1 month X interest (2 2% p.m. x Rs. 2,000 (short-fall) P : a Е SH 50 Rs. 40 
Interest payable by Shri Mehra on short-fall in payment of advance tax .. Rs. 400 
= 


(tt) Interest payable for deferment of advance tax”: 
[Section 234C7*] 


As already explained in item (5) on page 279, the advance tax is payable in three i t the 
prescribed percentage in respect of each instalment. In the first instalment al 30%! of тє ADU uds current 
income is payable on or before the 15th September® of the relevant financial year. Likewise, in the second 
instalment at 6096" of the advance tax due as reduced by the amount, if any, paid in the earlier instalment is 
payable on or before the 15th December* of the relevant financial year. 


__ Ta. For the notes on interest payable for deferment of advance tax u/s. 234C, in the case "a 
ы ” of > ear 
1995-96 and неде years, refer Рага 14.2(B) on page 41. For the notes on interest payable fordelenment of. me a ripa ia 
respect of instalment due on or before 15th March, in the case of all assessees including companies, in relati 3 1995- 
"and subsequent years, refer Para 14.2(A) on page 41. ` , lon to assessment year 
i 8. Upto financial year ending 31-3-1992 (assessment year 1999-93), for fi q *onoz* 
8a. Refer footnote No. 2 on page 279. ), for figure “309 read "209%. 


9. Upto financial year ending 31-3-1992 (assessment year 1992-93), for figure ‘60% read ‘50'%' 
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Under section 234C, where the assessee who is liable to pay advance tax u/s. 208 has failed to pay such tax 

or the advance tax paid by Ше assessee on his current income on or before 15th September or on or before 15th 

ecember is less than 30%°“ or 60%% respectively of the “tax due on the returned income”, then the assessee shall 

be liable to pay simple interest (which is mandatory) at the rate of 144% per month of the short-fall for a period 

of three months on the amount of short-fall from 30%* or, as the case may be, 60%” of the “tax due on the 
d income”. 

It has been clarified that the “tax due on the returned income” means the tax chargeable on the total 
income declared in the return of income for the relevant assessment year as reduced by the amount of tax 
deductible or collectible at source on any income which is subject to such deduction or collection and which is 
taken into account in computing such income [Explanation to section 234C(1)]. 

However, if the total income includes any capital gains and/or income of the nature referred to in section 
9(24)(ix) (i.e. winnings from lotteries, crossword puzzles, races, etc.), interest on short-fall in payment of advance 
tax (arising on account of under-estimate or failure to estimate such income) under this section will not be levied, 

rovided the whole of the amount of tax on such income is paid in the instalment of advance tax that falls 

immediately due after such income arose or accrued. Refer example (2) on page 280 [1st proviso to section 
934С(1)]. 

Illustration: Suppose the “tax due on the returned income" for the assessment year 1994-95 is Rs. 15,000 (i.e. tax on 


returned income less tax deducted or collected at source). Advance tax paid is Rs. 14,000 (Rs. 2,500 on 15-9-1998, Rs. 4,000 
on 15-12-1993 and Rs. 7,500 on 15-3-1994). 


Instalment  Instalment Short-fallin Interest payable on short-fall Amount of 
Due date of instalment payable paid paymentof fora period of 3 months interest 
instalment payable 
On or before 15th September .. Rs. 4,500" Rs.2,500 Rs. 2,000 1%% p.m. on Rs. 2,000x3 Rs. 90 


months (i.e. 15-9-93 to 15-12-93) 


On or before 15th December .. Rs. 6,500! Rs. 4,000 Rs. 2,500 1% % p.m. on Rs. 2,500 x 3 months Rs. 113 
(i.e. 15-12-93 to 15-3-94) 


Total interest payable under section 234C Rs. 203 
(ii) Interest on refunds: 
[Section 244A] 


Where refund is on account of excess payment of advance tax or tax collected at source or tax deducted at 
source, the period for which such interest is to be allowed will commence from Ist April of the relevant 
assessment year to the date on which the refund is granted (i.e., the date on which the refund order is issued). 
The delay, if any, in granting refund, if attributable to the assessee, then such period will be reduced from this 
period. The rate of interest is 1496 upto 30-9-1991 and thereafter 1% for every month or part of a month. No 
Interest will, however, be payable if amount of refund is less than 10% of tax as determined under section 143(1) 
or on regular assessment. For further details, refer item 2? and examples on page 168. 


ы 
9а. Upto financial year ending 31-3-1999 (assessment year 1992-93), for figure '30%' read "20%". 
9b. Upto financial year ending 31-3-1992 (assessment year 1992-93), for figure ‘60% read “50%. 


10. Being 30% of Rs. 15,000 “tax due on returned income”. Я : 
11. Being 60% of Rs. 15,000 “tax due on returned income" is Rs. 9,000 less Rs. 2,500 paid on 15th September, as first instalment. 


— 
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EXAMPLES 


Individuals & Hindu undivided families (in cases where none of its members 


EXAMPLES 
= have taxable income exceeding 
the maximum amount not.chargeable to tax'), association of persons, non-residents, etc., etc. 
Income comprising net agricultural income and non-agricultural income 
ASSESSMENT YEARS 1994-95 & 1995-96 


Note: (i) In cases where the asscssee is a Hindu undivided family and nonc of the members has taxable income exceeding the 


maximum amount not chargeable to tax!, the method of computing the tax is the same as stated hereunder. 
However, if at least onc individual member of such Hindu undivided family has taxable income exceeding the 
maximum amount not chargeable to tax!, please refer the relevant tables given on pp. 216-217 for the assessment 
year 1994-95 and on pp. 296-297 for the asscssment year 1995-96. 

(ii) To work out the correct tax liability for the purpose of “advance tax" and “tax to be deducted from the annual 
estimated salary of an employee" for the financial year ending on 31-3-1995, please refer tables A to C on pp. 


290-295. 
ASSESSMENT YEAR 1991-95: 


(1) The gross total income of an individual for asst. year 1994-95 is Rs. 41,000 which includes income in 
respect of units of U.T.I. amounting to Rs. 2,500. He pays life insurance premia of Rs. 1,100. 


Gross total income d Ms Rs. 41,000 
Less: Deduction under Chapter VIA: 
Income in respect of units: under section 80L за .. ac Rs 2,500 
Taxable income Rs: 38,500 
Income-tax chargeable on taxable income of Rs. 38,500 for the assessment year 1994-95 (Refer 
page 211) со >o o Bo п: o6 ac ac op E 5c ao Rs 1,700 
Less: Rebate of (deduction from) income-tax u/s. 88°; 
Life insurance premia paid Rs. 1,100. 
Deduction @ 20% of Rs. 1,100 from the amount of income-tax chargeable Rs 220 
Income-tax payable on taxable income of Rs. 38,500 for the assessment year 1994-95 Rs 1,480 
(2) The gross total income of an individual? for asst. year 1994-95 is Rs. 55,000 which includes interest from 
banks on deposits amounting to Rs. 11,000. He subscribes Rs. 3,500 to Public Provident Fund. 
- Gross total income За od 3c ats 56 ca Jn ac 5b 50 Rs. 55,000 
Less: Deduction under Chapter VIA: | 
Interest from banks on deposits an за we ais vs oc .. Rs. 11,000 
` Maximum deduction u/s. 80L(1) де an = Rs. 10,000 
Taxable income Rs. 45,000 
ит chargeable on taxable income of Rs. 45,000 for the assessment усаг 1994-95 (Refer 
Less: Rebate of (deduction from) income-tax u/s 88: " E i М 5 pu; 
Subscription to Public Provident Fund A/c. Rs. 3,500. 
Deduction (9 20% of Rs. 35500 from the amount of income-tax chargeable Rs 700 
Income-tax payable on taxable income of Rs. 45,000 for the assessment year "1994-95 Rs 2,300 
(3) Th total i Га Hind M EAR EN 
€ gross total income of a Hindu undivi amily [where none of the members of 
family h A ers of the 
[шуп = лам income exceeding Rs. 30,000 (assessment year 1994-95)] consists of thc 
(a) Business income .. co o8 Es vs m 1,000 
(b) Long-term capital gains in respect of capital assets: umo ӨР 
Sale proceeds [received on 10-12-1993] 5E SN ex + Rs. 33,590 
Less: Cost of acquisition [acquired on 10-1-1982] wi Rs. 8,000 . 33, 
Indexed cost of acquisition [Vide 2nd proviso to section 48]: 
Rs. 8,000 (cost of acquisition) X 244* (Cost Inflation Index of t fanc 
Е ^ the financial f 
sale ic, 1993-94) + 100! i ken yearo 
ie, 1981-82) ES 19,520". E Index of the financial year of acquisition 
qe poe SE Rs. 19,520 Rs. 14000 
uds E Carried forward .. Rs. 75,000 
А maximum amount not bl i s 
year 1995-96. argeabic to tax is Rs. 30,000 for the assessment year 1994-95 and Rs. 35 000 for the assessment 


2. Long-term capital gains arisen during the year is Rs. Ni 
zone pi m Pon) ee vire ЗП) is ай of the a 
РЕ 4. For notification on Cost Inflation Index, ae Ae apr em etc. For further details and ехатр 
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ASSESSMENT YEAR 1994-95: 
Brought forward .. 
Interest from banks on deposits 
Gross total income inclusive of long-term capital gains 
Less: Long-term capital gains 
Gross total income as reduced by long-term capital gains .. 


Less: Deduction under Chapter VI A: 
Deduction u/s. 80L: Interest from banks on deposits .. 


Taxable income as reduced by long-term capital gains 
Add: Long-term capital gains 
Taxable income inclusive of long-term capital gains.. 


Income-tax chargeable on Rs. 61,000 taxable income [as reduced by long-term capital 
gains as per (A)] (Refer page 212) = zu de ss Р 


Less: Rebate of (deduction from) income-tax u/s. 88°; Life insurance premia paid 
Rs. 12,000. Deduction @ 20% of Rs. 12,000 from the amount of income-tax 
chargeable 50 on on ^c So On 5 


Income-tax payable on Rs. 61,000 taxable income [Refer (A)] 

Add: Income-tax @ 20% оп long-term capital gains of Rs. 14,000 
u/s. 112(1)(a)(ii) [Refer (В)] .. E es vs s ae * 

Income:tax payable on taxable income of Rs. 75,000 (Refer (C)] 


ASSESSMENT YEAR 1994-95: 
Agricultural © non-agricultural income 


individual’s gross non-agricultural income & gross agricultural income is as under: 


Gross non-agricultural income [other than long-term capital gain]. . 


Less: Deduction u/s. 80L for interest from banks 
Non-agricultural income 
Gross agricultural income = ác е R x He we 3E 
Less: Expenditure incurred wholly & exclusively for the purposes of carrying on 
agricultural operations and tax levied by State Govt. on such income м 


Net-agricultural income 


Aggregated income 


Income-tax on aggregated income of Rs. 52,000 as if it is the total income (Refer page 212) 


coude eu 
5. Refer footnote No. 3 on page 284. | 
6. From assessment year 1993-94 and onwards, under substituted section 48, basic deduction and further deduction on % basis 
ons are not incorporated in the substituted section. However, long-term capital gains will 
value of consideration, the expenditure incurred in connection with the transfer, the ‘ind 

| be taxed u/s. 


= allowable as the said deducti 
rr ora puted by deducting from the full 
Ye i acquisition’ and ‘indexed cost of i 

— "Urther details, refer item 


Less: Net-agricultural income .. ac dz 2 A 52 : - 
Ааа: Rs. 30,000 as per scction 2(2) of the Finance Act, 1994 Ws 1E 


Incomc-tax on Rs. 42,000 (Refer page 211) 


Income-tax on non-agricultural income for assessment years 1994-95 


I- T. 


4 EXAMPLES 
Кз. 75,000 
Rs. 2000 
Rs. 77,000 
Rs. 14,000 
Rs. 63,000 
Rs. 2,000 
(A) Rs. 61,000 
(B) Rs. 14000 
(С) Rs. 75,000 
Rs. 7,300 
Rs. 2,400 
Rs. 4,900 Rs. 4,900 
Rs. 2,800 
Rs. 7,700 
Rs. 45,000 
Rs. 5,000 
Rs. 40000 Rs. 40,000 
Rs. 20,000 
Rs. 8,000 
Rs. 12,000 Ва. 1200 
Rs. 52,000 
Rs. 4600 
Rs. 12,000 
Rs. 30,000 
Rs. 42,000 
Rs 2,400 
Rs 2200 


Note: In cases where the non-agricultural taxable income is (1) Rs. 30,000 or less for the asst. year 1994-95 & (2) 
Rs. 35,000 or less for the asst. year 1995-96; and net agricultural income of any amount, there will be no 
liability to pay income-tax for the asst. years 1994-95 and 1995-96, respectively. Further, in cases where the 
net agricultural income does not exceed Rs. 600, it shall be ignored for the purpose of computing the tax. 1 
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improvement’ as worked out in the example. Long-term capital gains will 


t 


І-т. 286 { 
EXAMPLES 


ASSESSMENT YEAR 1991-95:* 
dividual for the 


winnings from lotteries & long-term capital gains) of an їп 


i her th 
Dea агаг 32,000 and winnings from lotteries is Rs. 20,000. 


assessment year 1994-95 is Rs. 


Taxable income (other than winnings from lotteries & long-term capital gains) .. Rs. 3200 | 


Add: Winnings from lotteries Rs. 20,000 


Less: Exclusion under section 10(3) zz ac Rs. 5,000 Rs. 1509 
Total (taxable) income ac Rs. 47009 
———— 


Computation of tax on: 


(a) Winnings from lotteries: : 
@ flat rate of 44.8%’ оп Rs. 15,000 (Rs. 20,000 less Rs. 5,000) vs x V at w Rs. 6,72), 


(b) Reduced total (taxable) income Rs. 32,000 (Rs. 47,000 less Rs. 15,000): 


Income-tax on Rs. 32,000 (Refer page 211) с a : ac X Rs 40 
Aggregate tax .. .. Rs. 7,190 
ASSESSMENT YEAR 1994-95: 
(6) The gross total income of an individual, for assessment ycar 1994-95, consists of the following sources of ; 
income: 
(a) Business income E da 5o - бо no їз Rs. 43,000 ! 
(b) Long-term capital gains in respect of capital assets: Í 
Sale proceeds [received on 2-1-1994] a уу PORE э vy Ёз. 46,590 
Less: Cost of acquisition [acquired оп 10-1-1985] .. Rs. 10,000 
Indexed cost of acquisition [Vide 2nd proviso to section 48]: 
Rs. 10,000 (cost of acquisition) X 244* (Cost Inflation Index of the financial year of $ 
sale i.e., 1993-94) + 125* (Cost Inflation Index of the financial year of acquisition i.c., 
1984-85) = Rs. 19,520 T 35 э е 5a .. Rs, 19,520 Rs. 27,000 | 
Gross total income inclusive of long-term capital gains .. v. a& BE Rs. 70,000. 
Less: Long-term capital gains Rs. 27000; 
Gross total income as reduced by long-term capital gains . Rs. 43,000 ` 
Less: Deduction under Chapter VI A: | 
Donations to approved charities Rs. 3,000. : { 
Deduction u/s. 80G: @ 50% of approved charities Rs. 3000 .. .._ Rs. 1,50. 
Е DN 
Taxable income as reduced by long-term capital gains 5d Er 56 (A) Rs. 41,500 
Add: Long-term capital gains T. 54 m oe ie : (B) Вз. 2700 
. we . L . 


Taxable income inclusive of long-term capital gains .. 


(C) Rs. 6939 


Income-tax chargeable on Rs. 41,500 taxable income as reduced by long- ї 1 ee 
as per (A) [Refer page 211] Se. oe fees = ынс ip Rs, 2,300 | 
Less: Rebate of (deduction from) income-tax u/s. 88°: | 
Deposits in 10-year Post Office C/T.D. A/c. Rs. 2,400. | 
Deduction @ 20% of Rs. 2,400 from the amount of income-tax chargeable .. Rs. 480 | 
Income-tax payable on Rs. 41,500 taxable income [Refer (А)]. газат Rs. 1,820 Вз. 18% | 
ee Å- D ei 
Add: Income-tax (2 2096 on long-term capital gains Rs. 27,000 Г 
SALIS GIG) GRE (B) кызуы лы. Коло О вз. 5, 
Income-tax payable on taxable income of Ёз. 68,500 [Refer (C)] .. ES "ET. | 
LE Í 


7. Flat rate of income-tax @ 40% [under section 115B з і i | 
dues ebend ccena (un зац RC [being surcharge at 12% on such income-tax as per c30“ i 
8. For Notification on Cost Inflation Index, refer page 122, ; | 
9. Refer footnote No. 3 on page 284. 
10. Refer footnote No. 6 on page 285. d 
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! 287 1-Т. 
EXAMPLES 
ASSESSMENT YEAR 1994-95: 


7) Mr. A's annual salary, dearness allowance, taxable perquisites and other taxable benefits from the employer for the 
financial year ending on 31-3-1994 is Rs. 59,600. Hc owns a motor car which is used for the purposes of his employment. He 


) has paid life insurance premia of Rs. 2,800 and his contribution to Provident Tund is Rs. 3,200. 

} Annual salary oo ac ac ok ad 2 oc ^5 co T ae Rs. 59,600 
) Les: (a) Standard deduction under section 16(i): 
; © 33⁄2% of Rs. 59,600 salary Be ds AZ .. Rs. 19,867 
- Maximum deduction restricted to. ar ah ae sa vs .. Rs. 15,000" 

; (b) Deduction under section 16(iii) for profession tax: 

e Profession tax deducted, say @ Rs. 50 p.m. X 12 months.. n. .. Rs. 600 Rs. 15,600 

f . Taxable income es Rs. 44,000 
0 ' Income-tax chargeable on taxable income of Rs. 44,000 (Refer page 211) Rs. 2,800 
Ü Less: Rebate: of (deduction from) income-tax u/s. 88!*: 
= Life insurancc premia & contribution to provident fund Rs. 6,000. 

Deduction @ 20% of Rs. 6,000 from the amount of income-tax chargeable .. oic ES Rs. 1,200 


Income-tax payable 3c Rs. 1,600 


Assuming that the tax deducted at source is Rs. 1,540, the employce is required to pay self-assessment tax in an amount of 
Rs. 60 before the submission of return of income for the assessment year 1994-95. 


) \ 
ASSESSMENT YEAR 
1994-95 1995-96 
$ (8) The gross total income of an individual consists of the following sources of income: 
0 | 1. Business іпсоте ie т S sh ES ve As .. Rs. 55,000 Rs. 56,000 
0d - 2. Capital gains: 
0: (а) Short-term [arose on 14th March, 1994/1995] dt as E .. Rs. 10,000 Rs. 10,000 
d (b) Long-term in respect of capital assets [arose on 14th March, 1994/1995] 
[computed in the manner explaincd in Example No. (6) on page 286], say. Rs. 20,0005 Кз. 60,0005 
| 3. Dividend income Ёз. 10,000, income in respect of units of U.T.I. Rs. 5,000, interest on 
0. Govt. securities Rs. 5,000 & interest on deposits with banks Rs. 8,000 .. Rs. 28,000 ` Rs. 28,000 
7 Interest on deposits with companies . Rs. 20,000 Кз. 20,000 
o.: 5. Property income ир reor Lt.) cH Past iD Rs. 20000 Rs. 23,000 
0! Gross total income inclusive of long-term capital gains — .. aec -. (A) .1,53,000 Rs. 1,97,000 
= | Less: Long-term (and not short-term) capital gains [Refer 2(b)] .. .. (В) Rs. 20000 Кз. 60,000 
1 Gross total income as reduced by long-term capital gains 00 (С) Re133000 Вз. 1,37,000 
| He makes the following payments which entitles him to claim deductions/rebate 
2 under Chapter "VI-A/VIII-A of the Income-tax Act: 
07. ' l. Medical insurance premia referred to in section 80D on health of his wife .. — .. Rs. 5000 Rs. 5000 
2. Donations ta approved charities 5 е a Бъ 5C vs .. Rs. 15,000 Кз. 15,000 
0 i 3. (a) Life insurance, premia paid. E A T Vis Rs. 13,000 : 
0 | (5) Subscription to Public Provident Fund „о... eames 20,000 : 
A () Deposited’ in National Savings Scheme, 1992 .. - .. _..  .. Ёз. 20000 > | | 
| (d) Invested in units of Equity Linked Savings Schemis of Mutual Funds Rs. 10,000 Rs. 63,000 Юз. 63,000 


Ee 3x3 БЫ 
| E For assessment year 1994-95 and onwards, the maximum deduction is to be restricted to Rs. 15,000. — 
2. Refer footnote INo. 3 on page 284. miners 


13. Refer f Sod ad 
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EXAMPLES 


TAX/ADVANCE TAX PAYABLE ON TAXABLE INCOME [Refer (у. ^ $1% 


14. Refer footnote No. 3 on page 284. 


Gross total income as reduced by long-term capital gains [Refer (C) on page 287] 
Less: Deductions under Chapter VIA: 


Income-tax (and not S.C. on I.T.) chargeable on taxable i 
assessment year 1994-95 (Refer page 214) E nd a SE LIO Ne 


Incomc-tax chargeable on taxable income of Rs. 1,15,900 as per (D) for лүү year 1995-96 
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ASSESSMENT YEAR '- 
——ERTWTND———ÁÁÉÁ——. 
1994-95 
ттүү OO 


COMPUTATION OF TAXABLE INCOME: 
Rs. 1,33,000 


ASSESSMENT YEARS 1994-95 & 1995-96: 
(1) Medical insurance premia paid Rs. 5,000: 
Deduction u/s. 80D: As the premia does not exceed 


Rs. 6,000, 100% of premia paid Rs. 5,000 ae Rs. 5,000 
(2) Dividend income, income in respect of units of U.T.I., 
interest on Govt. Sec. & deposits with banks Rs. 28,000 


Deduction u/s. 80L: 
Maximum deduction u/s. 80L(1) restricted to 20 .. Rs. 10,000 Rs. 15,000 


Base for deduction u/s. 80G 
(3) Donations to approved charities Rs. 15,000: 


Deduction u/s. 80G: Donations should not exceed 10% of 

the gross total income as reduced by 

deductions permissible under Chapter VIA and also 

long-term capital gains: 

Donations made E o n .. Rs. 15,000 


Donation is to Бе restricted to: 
(a) Assessment year 1991-95: 
Rs. 11,800 being 1096 of Rs. 1,18,000. 


Donations qualifying for deduction эс .. Rs. 11,800 
5096 of the qualifying amount of Rs. 11,800 zu vx Rs. 5,900 


(0) Assessment year 1995-96: 
Rs. 12,200 being 10% of Rs. 1,292,000. 


Donations qualifying for deduction -. Rs. 12,200 

5096 of the qualifying amount of Rs. 12,200 ac 33 i — 
Taxable income as reduced by long-term capital gains 25 sx -. (D) Rs.1,12,100 
Add: Long-term capital gains [Refer (B) on page 287] c -. (E) Rs. 20,000 
Taxable income inclusive of long-term capital gains ac ES „+ (F) Rs. 32,100 


TAX COMPUTATION: 


Rs. 23,840 


(Refer pp. 292-293) 3n io 5 
Less: Rebate of (deduction from) income-tax (only) u/s. 88": 


In respect of life insurance premia, etc. (Refer 3 
Deduction @ 20% of Rs. 63,000 u/s. 88(1) Rs. 12600. 287) Ee: 63,000 
Deduction is to be restricted to Rs. 12,000 u/s. 88(6) (ii) ар 


Income-tax on taxable income as reduced by lon; i i s 
: у ‘ong-term capital gains [Refer (D)] .. 

Add: Income-tax @ 20% on long-term capital gains u/s. Ven "d Span 
Income-tax @ 20% on Rs. 20,000 [Refer (E)] ena 
Income-tax @ 20% on Rs. 60,000 [Refer (E)] 


Income-tax payable on taxable income [Refer ЕЈ] 


Add: Surcharge @ 12% on income-tax Rs.: 15,840 ea кыз 
co as taxable i 

Rs. 1,00,000 [Refer (Е)] (Surcharge оп income-tax is mii eee 

assessment year 1995-96) payable for 


Rs. 4,000 


Rs. 15,840 


15. Refer footnote No. 6 on page 285. i 
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1995-96 , 

Rs. 1,37,000 | 
| 

| 

| 

Rs. 150001: 


Rs.1,18,000 — Rs. 1,2299 | 


Rs. 
Rs. 1,15,900 | 
Rs. 60,000 ' 
Rs. 1,75,900 
| 
Rs 21,770 | 
{ 
Rs. 12,000 | 
Rs. 9,770 
Rs. 1200 7 
Rs. 21,770 
ES 
RT 
Ез. 21,110 _ 
Å |] 
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ASSESSMENT YEAR 1994-95: 


I-T. 
EXAMPLES 


31-8-1994 
12-10-1994 
I month & 
11 days 
17,741 
14,000 


16,000 
. 14,400 


рр РР 


2,000 


Rs. 280 
Rs. 2,360 


Rs. 1,32,100 
Rs, 30,000 
Rs. 1,02,100 
Rs. 19,840 
Rs. 12,000 
Rs 7,840 
Rs 941 
Вз. 8,781 
Rs. 1,741 
Rs. — 7,040 


ы In the above example, if self-assessment tax is payable for the assessment year 1994-95, then the 
36 * self-assessment tax shall also include interest payable u/s. 234A, 234B & 234C as explained hereunder: 
| 1. Due date for furnishing the return of income is, say =) 
00 | 2. Return of income is filed say on тү 21 Fy 
| 3, Delay in filing the return from 1-9-1994 to 11-10-1994 is 
| : 
| 4. Tax on total income declared in return [as computed on page 288] E ae 
|. 5. Advance tax paid on, 15-9-93 Rs. 3,000, 15-12-93 Rs. 4,000 and 15-3-94 Rs. 7,000.. 5 Да 
| 6. Assessed tax і.е. Rs. 17,741 [being the tax оп total income declared (refer 4)] less Rs. 1,741 [being tax 
| deducted @ source from dividend їпсоте-апа interest on deposits with Соз.} Be zs Em 
| 7. 90% of the assessed tax Rs. 16,000 [refer 6] 
As the advance tax paid and tax deducted @ source js less than tax as worked out above, self-assessment tax is 
yable. Further, since there is delay in furnishing of return and default in payment of advance tax, interest u/s. 234A 
00! & 234B is also payable alongwith self-assessment tax as under: 
0 | (а) Self-assessment tax u/s. 140A: 
| Tax on total income declared in return (refer 4) .. oy suo Tro Rs. 17,741 
Less: Tax deducted @ source Rs. 1,741 plus advance tax paid Rs. 14,000 (refer 5). Rs. 15,741 
(b) Interest u/s. 234A: for delay in filing return (refer 3) of 1 month & 11 days- = 
Interest @ 2% p.m. for 2 months [1 month + 11 days (part ofa month to be considered as a 
month)] on Rs. 2,000 [as worked out in (a)] i.c, 2% X 2 months on Rs. 2,000 .. 
| (c) Interest u/s. 234B: As advance tax paid Rs. 14,000 (refer 5) is less than 9096 of the 
D assessed tax Rs. 14,400 (refer 7), interest payable u/s. 234B is: 
М Interest @ 2% p.m. for 7 months i.c. from 1-4-1994 to 11-10-1994 [6 months + 11 days 
E (part of a month to be considered as a month)] on Rs. 2,000 [Rs. 16,000 assessed tax 
r (refer 6) less Rs. 14,000 advance tax paid (refer 5)] i.e., 2% X 7 months on Rs. 2,000. 
a Self-assessment tax and interest payable u/s. 234A & 234B 
-— Note: Interest is not payable u/s. 234C as the advance tax paid on 15-9-93 Rs. 3,000 is not less than 30% of Rs. 7,040'* and upto 
15-12-93 Rs. 7,000 (Rs. 4,000 + Rs. 3,000) is not less than 60% of Rs. 7,040" tax due'on returned income: 
16. ‘Tax due on returned income’ is to be computed as under:- | 
o | Taxable income [refer (Е) on page 288] оиа ич De ae ОЛИО ОИК 
0: Less: Short-term capital gains Rs. 10,000 and long-term capital gains Rs. 20,000 arose on 14th March, 
0 ! 1994 i.c., after expiry of Ist and 2nd instalment [Refer (2) on page 287] E bio: 
Ü Taxable income for the purposes of section 234C .. 215 wi ae E Re Hn oe 
Е Н Income-tax on'Rs. 1,092,100 (refer page 214) vs Es ae Ex 3 
1 Less: Rebate of (deduction from) income-tax u/s. 88 as worked out on. page 288 
| Income-tax on returned income for the purposes of sec. 234G .: 1 
=a Add: Surcharge @ 12% of income-tax Rs. 7,840 .. i 
od Income-tax & S.C. on I.T. оо IT Td «da o ys vt ue ác 28 
1 Less; Tax deducted at source хия: EE 
: Tax due on returned income for the purposes of sec. 234C 
| : 
0 !. 
Bie | 
) s 
) 


- еен 


i. 
a. 
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I-T TABLE 290 
INDIVIDUALS 
А. Y. 1995-96 
TABLE A 


INCOME-TAX** 


FOR INDIVIDUALS ONLY* 
WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 35,000 & Rs. 60,000 | 
ASSESSMENT YEAR 
1995-96 
Accounting period: Financial year ending 31-3-1995. 
The table given hereunder may be referred for the purposes of: 
(1) "ADVANCE TAX" payable during the financial year ending on 31-3-1995, and 
(2) Deduction of income-tax from "SALARIES" during the financial year ending on 31-3-1995. 


SLAB RATE: INCOME-TAX @ 20% 
Taxable 8 
Income | І.Т. 
Rs. Rs. 


Taxable Taxable Taxable Taxable Taxable Taxab 
Т. Income | I.T. Income | I.T. Income | I.T. Income | LT. 
ра fie. ne) is Rs. Rs. Rs. Rs. Rs. Rs. Rs. 


Mes LT. 

ne Вз. Rs. Rs. | As. Rs. 

20 30 70 16 

= A 80 90| 18 
**IMPORTANT 


Income-tax is to be arrived at with reference to table given, on the taxable income, that is gross total income as reduced 
by deductions under Chapter VIA [Refer pp. 186-204]. From the income-tax so arrived at, the following rebates of (deduction 
from) income-tax is to be allowed u/s. 88 and 88B to arrive at the income-tax payable: 

(a) in respect of aggregate sums invested or deposited in specified savings, referred to in section 88 [Refer pp. 

205-209]. 

(1) @20% of such savings, in the case of an individual [other than (2) below], 

(2) @25% of such savings, in the case of an individual, whose total income, derived from the exercise of 
his profession as an author, playwright, artist, musician, actor or sportsman (including an athlete), is 25% or 
more of his total income [Proviso to section 88(1)]. 

(b) @40% of the tax payable by resident individual who is of the age of 65 years or more at any time during the 
previous year and whose gross total income does not exceed Rs. 1,00,000. ‘Gross total income’ means total income 
determined under the Act, before making any deduction under Chapter VIA of the Act [Section 88B]. 


NOTES: 


1. The rebate under section 88 from income-tax will be limited to Rs. 12,000. Thatis, maximum amount of savings 
can be Rs. 60,000. In the case of author, playwright, artist, musician, actor or sportsman (including an athlete) [refer (a)(2) 
Mà the said rebate is upto Rs. 17,500. That is, maximum amount of savings can be Rs. 70,000, in their cases [Section 

2. Thetotalofboth the rebates under sections 88 & 88B will be limited to income-tax chargeab allowing the 
said rebates) on the taxable income [Section 87(2)]. jpeg palora ^ i Ed 


3. The tables given hereunderis before the rebates under section 88 & 88B. i ill i the 
xpo emer iniri The following example will illustrate 


EXAMPLE: 1. Taxable income, that is gross total income as reduced by deduction u/s. 80D 


8 


forassessmentyear 1995-96, із .. . ii 


a . 


2. Contribution to public provident fund & life in ia pai ifyi 
deduction u/s. 88, is Р 55 a vs pi со edimuallying = 


Income-tax chargeable on Rs. 53,000 taxable incom | 
Less: Deduction from income-tax u/s. 88: (агара 221) E: ie. E 


Deduction @ 20% of Rs. 10,000 (Refer2 above) 
Advance tax payable on Rs. 53,000 taxable (current) income 


i, ee oe OD Rs. 2,000 
UID DLL 


= This table also applies to association of persons, body of Individuals, non-resident he 
above table may be referred only in cases where none of the members of the family has е Lo Me оН чу шо 000. In 
cases where any one or more members of Hindu undivided family have Independent taxable Income In ex 35,000, the tax computat 
of such Hindu undivided family Is given on page 296. кезе ооо ах cong 


For examples, refer pp. 284-289. The relevant tables for the assessment 


1 


year 1994-95 Is given on РР. 210-212. 
Note: Advance tax payable on current income (as reduced b - d 
ia ae ts Advance ах payable on curent соте да eel by, и pue gains, If any) Is to be computed with reference? ! 
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TABLE A — (Contd.) 


45600 | 2120 
45700| 2140 


45900 | 2180 


46200| 2240: 


1- T. TABLE 
INDIVIDUALS 


A. Y. 1995-96 


Before you proceed to refer this table, please refer explanatory note marked "**IMPORTANT" on page 290. 


above table may be referred only In cases where none of the members 


l- T. TABLE | 292 


INDIVIDUALS 
A. Y. 1995-96 
TABLE B 
INCOME-TAX ** 
FOR INDIVIDUALS ONLY* 


WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 60,000 & Rs. 1 ,20,000 i 
ASSESSMENT YEAR 
1995-96 
Accounting perlod: Financial year ending 31-3-1995. 
The table given hereunder may be referred for the purposes of: 
(1) "ADVANCE TAX" payable during the financial year ending on 31-3-1995, and 
(2) Deduction of income-tax from “Salaries” during the financial year ending on 31 -3-1995. 
**Before you proceed to refer this table, please refer explanatory note marked “IMPORTANT” on page 290. 


SLAB RATE: INCOME-TAX @ 30% 
. 70 90 
80 ES 100 


20 6 30 
30 9 40 
61800 | 5540 || 63600 | 6080 67200 7700 


60 
70 
6620 69000 


5000 


6650 69100 
69200 
69300 


69400 


* This table also applies to association of persons, body of individu 


te а р elc. Inthe case of Hindu undivided familles. 
Pear EEM Nd [amy le ташуда tuno family has Independent taxable income exceeding Аз. 35,000. 
n ori pp. 296-297; ble Income Їп excess of Fs, 35,000, the tax compila. 
For examples, refer pp. 284-289. The relevant tables forthe assessment SEAT GER 
Note: Advance tax payable on current Income (as reduced by long-t al 


cases where any one or more members of Hindu undivided family have i 


year 1994-95 Is given on Pp. 212-214. 


tho above table. For advance tax payable on long-term са erm capital gains, If 
pital gains, ‚ If any) Is to be computed with refer? 
CC-0. Mumukshu Bhawan Марпа Colbeien FB acta By eGangotri eise us j: 
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INDIVIDUALS 


TABLE B— (Contd.) Аар 
Before you proceed to refer this table, please refer explanatory note marked "**IMPORTANT" on page 290. 


Income Income, income Mee income B [Ene [m 
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1- T. TABLE 
INDIVIDUALS 
A. Y. 1995-96 
TABLE C 
E. 3 INCOME-TAX** 
TT FOR INDIVIDUALS ONLY* 


WHERE THE TAXABLE INCOME IS BETWEEN: 
Rs. 1,20,000 & Rs. 10,00,000 | 
ASSESSMENT YEAR | 
1995-96 
Accounting period: Financial year ending 31-3-1 995. 
The table given hereunder may be referred forthe purposes of: f | 
(1) "ADVANCE TAX payable during the financial year ending on 31-3-1995, and 
(2) - Deduction of tax from "SALARIES" during the financial year ending on 31-3-1 995. 
**Before you proceed to refer this table, please refer explanatory note marked “**IMPORTANT” on page 290. 


ET. SLAB RATE: INCOME-TAX @ 40% 
соте чы | ae | Oke: M fis: 
5 280 360l]. 2000| вов. 
320 400|| 3000| 1200 
360 800 | 


Income 


900 
1000 
2000 


Taxable Taxable Taxable Taxable 
Income | -.I.T. Income| I.T. Income | I.T. Income 
Rs. | Rs. Rs. Rs. Rs. Rs. 
400 160 


Rs. 

| 40 70| -28|  100| 40 70 

20 | ^s 80|  s2| 200 80] оо | 200] 80 
| ' 60 90| sæl 300) 120 0 ||: 90 


23000 
23080 


23160 


— 


A Ja 


* This table also applies to association of bera b dh T ЖАУ | 
кеп C ‚Боду of individuals, non- 
Sve ar ar en ar mers mambas at кидала Re ah teen wie соте cng a БАШ; 
of such Hindu undivided family's given on page 297: 1 family have Independent taxable income In Mer serie As eal n 

. ы Де ass J ax com E 


For examples, refer pp. 284-289. The relevant table for the assessment year 1994-95 [8 given on pp. 21 
Р. 214-215. 


Note: Advance tax payable on current Income (as 
f : d Al 1 (as reduced by long- <td 
the above table. Ror advance tax payable on long-term capital galns,ire шенеп; If any) Is to be computed with reference (0 | 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangott!-------*---—~ Lenn re 


295: I- T. TABLE’ 
INDIAE. 
TABLE С— (Contd) d 


**Before you proceed torefer this table, please refer explanatory note marked “**IMPORTANT” on page 290. 


325000 [105000 
330000 1107000 
335000 |109000 
3400001111000 
345000 (113000 


495000] 173000 


294000 365000 [121000 
295000 


296000 


297000 380000 [127000 


299000 390000 [131000 
300000 
301000 


302000 


303000 410000 [139000 


545000] 193000 
304000 


305000 420000 |143000 


306000 425000 |145000 


307000 430000 [147000 


308000 435000 [149000 


309000 440000 |151000 


310000 445000 [153000 


315000 


320000 455000 [157000 | 


460000 |159000 | 595000/213000 


i Income-tax Payable over Rs. 10,00, 000 taxable income for CUTS 1995-96: | | eae 
Income-tax TS oe 
For every Rs. 10,000 ^ .. ' Rs. 4000 
Forevery Rs. 1,000 js Rs. 400 
Forevery Rs. 100 eig zi ae RS 40: | 361 
j "ef Forevery : Rs. 10 jc EROS Rs; remo ce sides Xa 


РЧ CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 


ра ra tmn mmt 9 ante 


296 


1- T TABLE 
H.U.F* 

A. Y. 1995-968 

TABLE D 3 
INCOME-TAX FOR HINDU UNDIVIDED FAMILIES ONLY 
Where 
The independent total (taxable) income of atleast one memberexceeds Rs. 35,000 
ASSESSMENT YEAR 
1995-968 | 


Accounting perlod: Financial year ending 31-3-1995. 
The table given hereunder may be referred for the purposes of: 
"ADVANCE TAX" payable during the financial year ending on 31-3-1995. 


Before you proceed to refer this table, please refer explanatory note marked “** IMPORTANT" on page 290. 


EXAMPLE: 1. Taxable income, thatis gross total income as reduced by deductions u/s. 80D to 80L 


for assessment year 1995-96, is Rs. 28,000 


2. Life insurance premia paid, qualifying for deduction u/s. 88, is ШЫ: . Rs. 5,000 


Income-tax chargeable on Rs. 28,000 taxable income (Refer table below) .. .. Rs. 3,000 
Less: Deduction from income-tax u/s. 88: 

Deduction @ 20% of Rs. 5,000 (Refer 2 above) ac 56 jt .. ARs. 1,000 
Advance tax payable on Rs. 28,000 taxable (current) income for assessment year 
1995-96 эро а КОП: Des 50 ИЛОН cena Go de e 


Rs. 2,000 


WHERE THE TAXABLE INCOME IS BETWEEN: 


Rs. 18,000 & Rs. 1,00,000 
Taxable Taxable Taxable 'axabl 
mm RS] 
Rs. Rs. Rs. Rs. Rs. Rs. Rs. 
10 3 30 50 


SLAB RATE: I.T. 30% 
70 
60 80 
,90 
540 1560 | 26600 


Taxable Taxable 
Income | I.T. Income | 1.7. 
Rs. Rs. Rs. Rs. 
26800 


27000 


Taxable Taxable 
Income| T. Income| T. 
Rs. Rs. Rs. Rs. 


400 120 700| 210 
500 150 
600 180 


___ “Important: This table is to be referred only In cases where the assessee Is 
Independent total (taxable) income exceeding Rs. 35,000. If none of the menus of 
Ris. 35,000, please refer the tables given on pp. 290-293. 


§The ee table for the assessment year 1994-95 Is given on page 216. 
Note: Advance tax payable on current Income (as reduced by long-t 
the above table. For advance tax payable on long-term g-term capital gains, If any) Is to be computed with reference" 
се МЫКЫ torm capital да) nea refer pp 188 by eGangotri PT 


E 


Hindu undivided family and any one ме 
or more members 
Hindu undivided family hs taxable Income exceeding 


i 


297 -|- T TABLE 

Н.О.“ 

А.Ү. 1995-965 

TABLE E 
INCOME-TAX FOR HINDU UNDIVIDED FAMILIES ONLY* 
Where 
The independent total (taxable) income of at least one memberexceeds Rs. 35,000 
я ASSESSMENT YEAR 
1995-968 
Accounting period: Financial year ending 31-3-1995. 
The table given hereunder may be referred for the purposes of: 
"ADVANCE TAX" payable during the financial year ending on 31-3-1995. 


Before you proceed to refer this table, please refer explanatory note marked "** IMPORTANT" on page 290. 


WHERE THE TAXABLE INCOME IS BETWEEN: 


Rs. 1,00,000 & Rs. 5,00,000 
Taxable Taxable Texable Taxable 
Income LT. Income LT. Income LT. 
ЕЛКЕ АЕ E-JESE 
10 4 700 280 


SLAB RATE: I.T. 40% 
20 400| 160 1000| 400 
20 8 40 500| — 200 800| 320 | 2000] 800 
30 12 600 3000| 1200 
700 4000 | 1600 
200000 400000 | 144600 


Taxable Taxable 
Income LT. Income LT. 
90 36 
40 16 


100000 

101000 
102000 
103000 
104000 
105000 
106000 
107000 
108000 
109000 
110000 
111000 
112000 
113000 
114000 
115000 
116000 
117000 


Important: This table cases where the assessee Is a Hindu undivided family and any one or more members have - 
Independent total (taxable) Income exceeding Ee, 35,000. I none of the members ol Hindu undivided family has taxable Income є 
- 95,000, please refer the tables given on pp. 292-295. 
SThe relevant table for the assessment year 1994-95 Is given on page 217. S | 
ihe „о Advance tax payable on current Income (as reduced by long-term capital gains, If any) Is to be computed with 


Ove table. For advance tax ра able on long-term capital gains, refer рр. 134-135. 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 
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TAX SAVINGS 298 
PLAN 


TAX SAVINGS PLAN 


(Under the existing Small Savings Schemes in force as on 15% April, 1994) 


Whether the Whether the Whether the 
INTEREST IS TAX- amount INVESTED INVESTMENT is 
FREE under Sec. 10 d өгө: ос an asset liable 
sons i f the Income-tax Act eduction from to Wealth- 
Name of the Limits of Investment Rate of prie when o карочи EB | БАН x і 
Scheme oftheIncome-tex |ofthe Wealth-tax 
(Security) je не 
It. = 2 Sec. No 
1.Post Offi Minimum Rs. 20. Maximum at Буе (Tax free) payable annually Yes. See 
Savings Bank. Вз. 50,000 for an individual and | by credit to the account. 10(15)i). Noti. No. and as such 
Rs. 1,00,000 for 2 or 3 adults jointly, sf G.S.R. 607(E) dt. wealth-tax is not 
in one or more accounts. j us (178 ITR(St.) payable 
i i t rate 12% compound, to be Yes. Sec. Yes (upto aggre- No 
2.Public Provident | Minimum Rs. 100 and maximum | Current ra o po Sete] Vs uf Pis. 80,000; 


Rs.60,000 in every financial year | credited to the account at the end of 
(Minimum period 15 years). | every financial year, payable at the 
Individuals & H.U.F. (Sec. 88(2)(v) | time of final withdrawal." 

read with Sec. 88 (4)(a)]. 


In denomination of Rs. 100, | 12% compounded (half-yearly) at | Qualifying for ded. 
Rs. 500, Rs. 1,000, Rs. 5,000 & maturity Rs. -100 “becomes | u/s. 80L within limit 
Rs. 10,000 (without limit). Rs. 201.501. of Rs. 10,000. - 


In multiples of Rs. 50 (without | @ 10.5% for 1 year account. Qualifying for 


Refer page. 205) - 


Yes (upto aggre- No 
gate of Rs. 60,000. 
Refer page 205) 

No е 


4.Post Office 
Time Deposit limit). Trusts, associations, com- | & 11% for 2 years account. deduction under Sec. No No 
Accounts. panies, corporations, – societies, | @ 12% for З years account. BOL within limit of No No 
firms, local authorities, etc. can also | @ 12.5% for 5 years account. Rs. 10,000 No No 
deposit. d Interest payable annually 
calculated at quarterly. rest. 
5.Post Office Re- | In multiple of Rs. 5 апа minimum | 12.5% compound, at maturity (ie. No 
curring Deposit | monthly deposit of Rs. 10. No limit. | after 5 years). An amount of Rs. 10 
Accounts.tt Advance deposits allowed. denomination will yield Rs. 833.40 
(Period 5 years). at maturity. 
6.10-Year Capital | Without any limit in the case of |7% payable half-yearly. Yes. See - Мо- 


Investment Individual and H.U.F. [The sale of Р Sec. 10(15)(iib) 
Bonds 5 & ** this Bonds was discontinued in 


1989] | : 
7.5-Year 9% Relief | Without any limit in the case of |9% payable half-yearly or оп Yes. See No 
Bonds, 199355 Individual and H.U.F. maturity compounded with half- Sec. 10(15)(íic) 
yearly rests. 


8.National Savings | Deposits in multiple of Rs. 100. | @ 11% to be credited annually on | Interest credited in Yes N 
Scheme (1992)? | Individual & H.U.F.t. 1st April. The interest allowed for | the account may be | (upto aggregate of Р 
calendar month on the lowest|withdrawn at апу |Нз. 60,000. Refer 
balance at the credit of an account | time. The deposits | page 205) 
between the close of 10th day and | may be withdrawn 
end of the month. after the expiry of 4 
А years from the end of 
the year in^ which 
&ccount was opened, 
at the option of the 
depositort, 


9. 10-Year Post Office Cumulative Time Deposit Accounts have been discontinued w.e.f. 1-4- loweve 
the depositor will continue to enjoy all the benefits hitherto available under the н Act xi nei reel Ner Us opened nis xis 


10. 7-Year National Savings Certificates Il Issue have been discontinued w.e.f. 1-10-1988. Howev investm investor 
will continue to enjoy all the benefits hitherto available under the Income-tax n and наа e méde porto 10-та 


11. 6-Year National Savings Certificates VI and Vil Issue have been discontinued loweve i 
investor will continue to enjoy all the benefits hitherto available der ендш; perde Wein кырыг Cae Ua" T 


* A subscriber can make withdrawal in the 6th financial year of the date of t! 
4th year immediately preceding the year of унга! ог аї 1һе eO ea иво вто nor эхсфейпа 50% of the balance at the and pine 
A subscriber may, on expiry of 15 years from the end of the year in which the initial subscripti | Я 
сесте Ап ордоп ипе EE office in Form H that he would continue to subscribe for E unte bd SA nefora the sxpiry.of oris year thereafter тат 
j огеза period, he would be eligible to make one partial rer block period of 5 years. In the event of a subscriber opting 
withdrawals, during the 5 year block period, shall not exceed 60% of the balance at his credit at the m 
subscriber does not wish to make any further subscription, the balance at his credit shall continue to earn i n 
withdrawal of the entire balance standing to his credit. interest until he applies to the accounts office for the 
1 Annual accrual of interest to be accounted for tax purposes. Accrued i ~ ,* 
рр. 205.209. - ed interest оп NSC VIII Issue eligible for deduction from income-tax u/s. 88. For details, refer 
tt Life risk covered upto an account of the denomination of Rs. 50 per month. : 
н re Gein Е As ot Б сн upto а maximum of Rs. 10 lakhs from Gifttax in the aggregate 1 i 
aries pt " о па А Бег upto а maximum of Rs. 5 lakhs from Gift-tex in the uen Y топа оу mane previo yars 
imited purpose of obtaining advance against the Capital Investment Bonds, the Bonds can be м1 опе ог more previous vesc 
of India, Co-operative bank, etc. etc. j transferred in favour of any banking company, State 
то not chargeable to ncome-tax as Income. A naarat boson rtg Мо. С.А, BEI dt, 21-10-32. 198 ITA posit 
e income. A separate account shall be opened in j Р (St.)133]. The amount of depo? 
day of April. Withdrawals are not subject to deduction of tax @ source. мамеси can pese Осе in joint r for each year commencing on 1$ 
accou; names. 


withdrawn after it becomes due, will continue to earn interest at the rate of 11% ра. to the date of its with aane deposits or interest amount 
а 


) | ditions; pund. 
Source: Director of Small Savings, Maharashtra, opp. Mantralaya, Bombay-400 032. - | can also simultaneously contribute to the Public Provident 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri bs do Ў 
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299 CIRCULARS 
ON ACTS 


| m 
IMPORTANT CIRCULARS ON DIRECT TAXES: 
I. CIRCULARS REGARDING EXPLANATORY NOTES ON FINANCE AND OTHER AMENDING ACTS 
ON PROVISIONS RELATING TO DIRECT TAXES 
ee _ ————————————————=——— as 
; Circular No. Date Refer 
1. FINANCE ACTS: 
Finance Act, 1993 EMEN v Gp 30-8-93 204 ITR (St.) 106. 
Finance Act, 1992 . ЫШ e e ШЕ .. -. 636 31-8-92 198 ITR (St) . . 
Finance (No. 2) Act, 1991 aote ie coa icc GI 19-12-91, 195 ITR (St.).154. 
Finance Act, 1990 а а a uc Gp 3-8-90 186 ITR (St.) 81. 
; Finance Act, 1989 | ju + +: Ve ab 550 1-1-90 _ 182 ITR (St.) 114. 
Finance Act, 1988 wget i «+ Tu yg unm 16-12-88 — 176 ITR (St) 154. 
Finance Act, 1987 Vs co т óc óc + 495 & 22-9-87 168 ITR (St.) 87. 
{ 511 10-5-88 172 ТТК (St.) 4. 
Finance Act, 1986 NNMERO v V m 9-7-86 161 ITR (St.) 17. 
Finance Act, 1985 "EE x uw 12-6-85 156 ITR (St.) 130. 
Finance Act, 1984 PER CG uu cp 6-7-84 152 ТТЕ (St) 1. 
Finance Act, 1983 de ac az 3c 30 ot 372 - 8-12-83 146 ITR (St.) 9. 
Finance Act, 1982 36 T a ac a0 T 346 30-6-82 138 ITR (St.) 10. 
Finance Act, 1981 ve oG S Ac Da = 308 29-6-81 131 ITR (St.) 119. 
fa Finance (No. 2) Act, 1980 —.-.« >: «+ «eh, ve. g RIAL RO 131 ITR (St.) 4. 
| Finance Act, 1980 55 ad vx ae 55 oo 268 28-4-80 131 ITR (St.) 54. 
Finance Act, 1979 < a zs ne, aie Js 258 14-6-79 131 ITR (St.) 88. 
А Finance Act, 1978 y. ae «is de ad 25 240 17-5-78 117 ITR (St.) 17. 
| Finance (No. 2) Act, 1977 34 3o 5s bx a 5e 229 ` 9-8-77 111 ITR (St.) 9. 
| Finance Act, 1976 40 се 25 ác Te 56 202 & 5-7-76 105 ITR (St.) 17. 
247 21-10-78 116 ITR (St.) 27. 
i Finance (Amendment) Act, 1975 oc ne 5с Sq v. 177 5-9-75 101 ITR (St.) 52. 
к | Finance Act, 1975 = чэ эс an эс "p 2169 23-6-75 
| Financc (No. 2) Act, 1974 39 Gc 5n м RI. © 144 9-9-74 . 97 ITR (St.) 3. .. 
| Finance Act, 1974 da oo E oc ao y. 138 17-6-74 ITL (1975) (St.) 170. 
| Finance Act, 1973 Ld М ды ou Ary 55 126 28-11-73 93 ITR (St.) 36. 
| Finance Act, 1972 eg ck Hm S м; с. ЦИ 20-3-73 
| Finance (No. 2) Act, 1971 a Go 5d 39 38 ac 72 6-1-72 
| Finance Act, 1970 an 29 3o OP ds Se 45 2-9-70 79 ITR (St.) 33. 
Ё 2. OTHER AMENDING ACTS: i Mee езе 
, Taxation Laws (Amendment) Act, 1991" Берре ран Dead 593, 5-2-91 . 188 ITR (St.) 8. 
28| Е seston 598 & 5-491 189 ITR (St.) 35. 
d 591 30-1-91 188 ITR (50) 1. 
| Direct Tax Laws (Second Amendment) Act, 1989 e s 554 13-2-90 183 ITR (St) 130. _ 
Direct Tax Laws (Amendment) Act, 1987: 
| Provisions relating to assessment of partnershipfirms .. — .. 516 15-6488 . 172 ITR (50) 29. 
; | Provisions relating to Charitable & religious trusts, СІС... . 524 17-10-88 174 ITR (St.) 2. 
] а 
е | Direct Тах Laws (Amendment) Act, 1987 [аз amended by the Direct 
: | Tax Laws (Amendment) Act, 1989]: 
| Part I-Provisions which have соте into force w.e.f..1-4-1988 ^ 545 21-9-89 181 ITR (St.) 198.- 
г Part II-Provisions which have come into force w.e.f. 1-4-1989 549 31-10-89 182 ITR (St.) 1. 
| Part III-Provisions which have come into force w.e.f. 1-4-1989 e 
(excluding those cxplainedin Part II) — .. SE Ж S 551 23-1-90 183 ITR (St.) 7. 
i 
T Direct Tax Laws (Amendment) Act, 1989: LE z 
| n Excluding those discussed in Parts I to III above 1:9 Бээ 09, 4-5-90 184 ITR(SQ9I. — — — 
ү ахапоп Laws (Amendment & Misc. Provisions) Act, 1986 469 23-9-86 162 ITR (St) 21. —— — 
t ncome-tax (Amendment) Act, 1986 Eee Re 464 18-7-86 161 ITR (St.) 66. — — 
[> 


| i *For modification of thecprgyisions relating ao, sharitablectrosticrsten Cingular. S&2nd ser 15-1292 [199 1 
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CIRCULARS 300 


ON TOS 
E AND OTHER AMENDING 
G EXPLANATORY NOTES ON FINANC 
1. CIRCULARS RECAFON PROVISIONS RELATING TO DIRECT TAXES (Contd): 


Circular №о. Date Refer 


BENED Sennen ee Sela Nos Date, Refer з 
LLL EE — | 


Taxation Laws (Amendment) Act, 1984: or 
Part I-Provisions which have come into force w.c.f. 1-10- о паци са 


lier dat 30 do T. эс es 3g 55 
Part []-Provisions which have come into force w.e.f. 1-4-1985.. 397 : ecd 1 д2 IIR ee a 
Income-tax (Second Amendment) Act, 1981 MEAT. 2н 22682 140 ITR (St) y 
Income-tax (Amendment) Act, 1981 vs e. 5c es 344 9. 
Taxation Laws (Amendment) Act, 1978 245 11-8-78 117 ITR (St) 1. 
Taxation Laws (Amendment) Act, 1975: 
Provisions int into force w.e.f. 1-1-1976... — .. -- 197 17-4-76 110 ITR (St.) 17. 
Provisions effective from 1-4-1976 & 1-4-1977  .. S ac 204 24-7-76 110 ITR (St.) 21. 
Provisions coming into force w.e.f. 1-10-1975 .. zs vs 179 30-9-75 102 ITR (St.) 9. 
Direct Taxes (àmendment) Act, 1974 od s 20 as 145 9-9-74 ITL (1975) (St.) 206. 
Income-tax (Amendment) Act, 1973 .. SI ve +- 5c 128 2-2-74 93 ITR (St.) 70. 
Taxation Laws (Amendment) Act, 1972 REM. T. 3o 96 25-11-72 91 ITR (St) 1. 
Income-tax (Amendment) Act, 1972 at Xx 50 o2 98 18-12-72 87 ITR (St.) 27. 
Taxation Laws (Amendment) Act, 1970 eu E bo v 56 19-3-71 
3. Voluntary Disclosure Scheme Income & Wealth Ordinance, 1975. . 180 15-10-75 101 ITR (St.) 88. 
181 25-10-75 109 ITR (St.) 109. 
183 11-11-75 109 ITR (St.) 112. 
184 14-11-75 109 ITR (St.) 115. 
4. Expenditure-tax Act, 1987 ve - ст ws we js 512 19-5-88 172 ITR (St.) 4. . 
637 2-9-88 197 ITR (St.) 154. 
658 & 2-9-93 203 ITR (St.) 109. 
Circular No. 645 dt. 15-3-93 & 650 dt. 31-5-93 withdrawn by 679 11-2-94 206 ITR (St.) 4. 
5. Hotel Receipts Tax Act, 1980 ac 5d 59 Ae oc 313 4-9-81 133 ITR (St.) 1. 
6. Interest-tax Act, 1974 te en vs zs 5t 159 31-12-74 98 ITR (St.) 52. 
7. Special Bearer Bonds (Immunitics and Exemptions) Act, 1981: .. 318 1-1-82 134 ITR (St.) 162. 


8. Remittances in Foreign Exchange (Immunities) Scheme, 1991, and 
India Development Bonds Scheme, 1991—Clarification thereon .. 611 30-9-91 191 ITR (St.) 319. 


IL. CIRCULARS ON DEDUCTION OF TAX AT SOURCE/COLLECTION AT SOURCE 
UNDER CHAPTER XVII OF THE INCOME-TAX ACT, 1961: 


Financial year Circular No. Date Refer 
1. FROM *SALARIES" DURING THE FINANCIAL YEAR, UNDER SECTION 192: 
1993-94* 654 22-7-93 203 ITR (St.) 9. 
1992-93 629 31-7-92 197 ITR (Scd 65. 
1991-92 612 13-11-91 192 ITR (St.) 226. 
1990-91 568 27-17-90 184 ITR (St.) 166. 
1989-90 537 12-7-89 179 ITR (St.) 1. 

2. FROM "INTEREST ON SECURITIES" DURING THE FINANCIAL YEAR, UNDER SECTION 193: 
1993-94 655 26-8-93 203 ITR (St.) 89.  ' 
1992-93 630 11-8-92 197 ITR (St.) 154. 

1991-92 615 22-11-91 192 ITR (St.) 262. 
1990-91 579 14-9-90 185 ITR (St.) 106. 
1989-90 543 31-8-89 179 ITR (St.) 116. 


In respect of cumulative debentures/bonds, tax is 


account books of the payer and is not to be pe ES to be deducted at source every time the interest is credited in tt 


200 ITR (St.) 181. ll the maturity of debentures/bonds—Circular No. 643 dt. 99-1-9% 


_*The employer can allow deduction u/s. 80G © 100% i i 
Relief Fund; Maharashtra on being Sausfied about ү mide ae ал ынопа made to Ше Chief Ministers Earba 


Б т GITE onated by the ; : i : 
fund — Circular No. 678-dp. 197-942 906: FER 4 Stdsfanasi Collection. STR by сттріоусе and evidence of its receipt 
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301 CIRCULARS 
ON TDS 


II. CIRCULARS ON DEDUCTION OF TAX AT SOURCE/COLLECTION AT SOURCE 
UNDER CHAPTER XVII OF THE INCOME-TAX ACT, 1961 (Conid.): 


FROM *DIVIDENDS" DURING THE FINANCIAL YEAR, UNDER SECTION 194: 


Financial year Circular No. Date Refer | 
а ea 
1987-88 509 23-02-88 171 ITR (St.) 4. 
1974-75 139 . 21-6-74 98 ITR (St.) 33. 


FROM INTEREST OTHER THAN "INTEREST ON SECURITIES" DURING THE FINANCIAL um 
UNDER SECTION 194A: 


1987-88 510 23-2-88 171 ITR (St.) 5. 
1975-76 168 9-6-75 101 ITR (St.) 48. 
1974-75 134 16-5-74 95 ITR (St) 1. 


A. Deduction of income-tax from interest on time deposits with banks— 
(i) clarification regarding—Circular No. 626 dt. 12-2-92: 193 ITR (St.) 209, 
(ii) extension of applicability of section 194A— Circular No. 617 dt. 22-11-91: 192 ITR (St.) 277. 

В.; From interest payments under the Land Acquisition Act, tax is to be deducted at source—Circular No. 526 dt. 5-12-88: 175 
ITR (St.) 2. 2 | у 

C. Deduction of tax @ source—Liability for—clarification regarding—Circular No. 288 dt. 22-12-80; 130 ITR (St.) 2. " 

D. Deduction of tax @ sourcc— Interest оп deposits in joint names—Circular No. 256 dt. 29-5-79: 126 ITR (St.) 22. 


E. Where the interest from the buyer is not for the bank as such, but only routed through bank to the recipient supplier, the buyer 
has to deduct tax at sourcc—Circular No. 48 dt. 7-11-70: 78 ITR (St.) 61. ; 


Е. Where the bank discounts usance bill/hundi and credits the net amount to supplier's account immediately without waiting for 
realisation of the bill on due date, the property in bill passes to the bank & eventual collection on due date is receipt by bank. 
In such cases, net payment by bank to supplier is in the nature of price paid for the bill and no tax is to be deducted at 
sourcc—Circular No. 65 dt. 2-9-71: 82 ITR (St.) 33. T 


G. In respect of cumulative deposits, tax is required to be deducted at source every time the interest is credited in the account 
books of the payer and is not to be postponed till the maturity of deposit—Circular No. 643 dt. 22-1-93: 200 ITR (St.) 181. 


H. The difference between the issue price and the face value of the Commercial Papers and the Certificates of Deposits is to be 
treated as ‘discount allowed’ and not ‘as interest paid’ and hence no deduction of tax at source is to be made u/s. 
194A—Circular No. 647 dt. 22-3-93: 200 ITR (St.) 230. : 


FROM WINNINGS FROM LOTTERY OR CROSSWORD PUZZLE (SEC. 194B), WINNINGS FROM HORSE RACES 
(SEC. 194BB) & COMMISSION, ETC. ON SALE OF LOTTERY TICKETS (SEC. 194G), 
DURING THE FINANCIAL YEAR: 


Financial year Circular No. Date Refer 

1993-94 661 16-9-93 204 ITR (St) 12. 
1992-93 631 20-8-92 197 ITR (St.) 411. - 
1991-92 616 99-11-91 192 ITR (St.) 273. 
1990-91 569 27-7-90 184 ITR (St.) 194. 
1989-90 536 6-7-89 178 ITR (St.) 62. 


A. паа awarded to the agents under the scheme of “lucky dip draws” is liable to tax at source— Circular No. 264 dt. 11-2-80: 
4 ITR (St.) 1. Я 


B. Wining from horse races—Amendments to Income-tax Rules, 1962—Explanatory Notes—Circular No. 241 dt. 1-6-78: 117 
(St.) 44. > - - 


PAYMENTS TO CONTRACTORS AND SUB-CONTRACTORS U/S. 194C: MAD TER 
A. Deduction of tax at source u/s. 194C— Instruction regarding— Circular Nos. 95 dt. 15-11-72: 86 ITR (St.) 85; 114 dt. 21-6-73: 


90 ITR (St.) 22; 295 dt. 27-4-81: 130 ITR (St.) 6; 613:dt. 14-11-91: 192 ITR (St.) 254; 632 dt. 20-8-92: 197 ITR(St)4l6and _ 


681 dt. 8-3-94 [For gist of this circular, ref сг page No. 3]. TAE LE. 
B. Deduction of tax at source from the hire charges paid to the bus owners for the hire of buses—Clanifications reg 
Circular No, 558 dt. 28-3-80: 183 ITR (St.) 158. 


C. Deduction of tax at source u/s. 194C—Levy of surcharge—Circular No. 505 dt. 19-2-88: 171 ITR (St. ji f 
179 ITR (St.) 24. CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri peer ы 
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9. GOLLECTION OF TAX AT SOURCE U/S. 206С IN 
TRADING IN ALCOHOLIC LIQUOR, FOREST PRODUCE, 


CULARS ON DEDUCTION OF TAX AT SOURCE/COLLECTION AT SOURCE 
S UNDER CHAPTER XVII OF THE INCOME-TAX ACT, 1961 (Contd.): 


ments made in respect of works executed under the Nationa | 
се Programme—Circular,No. 502 dt. 27-1-88: 170 


CIRCULARS 302 
ON TDS 


Provisions of section 194C are not attracted in the case of pay 
Rural Employment Programme & Rural Landless Employment Guarant 


ITR (St.) 206. 

р for payments to contractors and sub-contractors in bidi manufacturing industry—Clarification regarding... 
Circular No. 433 dt. 25-9-85: 157 ITR (St.) 27 & 487 dt. 8-6-87: 166 ITR (St.) 137. 

The provisions of section 194C are applicable to all types of contracts for carrying out any work, such as transport contra 
service contracts, labour contracts, material contracts as well as works contracts, etc.—Circular No. 666 dt. 8-10-93: 204 ITR 


(St.) 40. 

7. INSURANCE COMMISSION DURING THE FINANCIAL YEAR, U/S. 194D: 
Financial year Circular No. Date Refer 
1993-94 656 26-8-93 203 ITR (St.) 100. 
1992-93 633 20-8-92 197 ITR (St.) 165. 
1991-92 614 14-11-91 192 ITR (St.) 258. 
1990-91 570 27-1-90 185 ITR (St.) 5. 
1989-90 540 24-7-89 179 ITR (St.) 25. 


Deduction of income-tax @ source u/s. 194D—Instructions regarding—Circular No. 112 dt. 31-5-73: 93 ТТК (St.) 33; 120 dt. | 
8-10-73: 93 ITR (St.) 1, and 121 dt. 8-10-73: 92 ITR (St.) 5. : : | 


8. INSTRUCTIONS REGARDING DEDUCTION OF TAX AT SOURCE FROM: 


(i) cue of deposits made in National Savings Scheme, 1987—Sec. 194EE— Circular No. 618 dt. 22-11-91:.192 ITR | 
t.) 320. . 
(ii) payments made by way of commission (other than insurance commission) or brokera; Circular No. -91: | 
nna | gc— Circular No. 619 dt. 4-12-91: 
Deduction of tax at source u/s. 195 from payments to non-residents—Circular No. 152 dt, 27-11-74: 98 ITR (St.) 19; 155 dt. 
21-12-74: 98 ITR (St.) 110; 168 dt. 9-6-75: 101 ITR (St.) 48; and 370 dt. 3-10-83: 145 ITR (St.) 10. З 


Clarification regarding section 197A of the Incomc-tax Act read with Rule 29C of th - i 
TOC AENA ule of the Income-tax Rules—Circular No. 351 dt. 


Deduction of tax at source from payments in — of systems noe NUTS t i inister i 
Lok Sabha on 7-9-90—Regarding—Circular No. 588 dt. 2-1-91: 187 ITR (St.) 63. mess made by the inanes utn 


Deduction of tax at sourcce—Payment in excess of the amount actuall ib i | 
x y deducted/deductible fi 
payments under sections 192 to 194D—Refund/adjustment of—Circular No. 285 dt. 21-10- 1980: пате SC gie 


Deduction of tax at source—Form of application for allotment of Т i М | 

Regarding Circular No. 497 dt. 9-10-87: 169 ITR (St.) ee сеч моюн: Nasen Кош. pE 

Issuc of certificate fon tax deducted at source under various provisions of the Income-tax Act— 

(1) Ferm Кө ISB шини w.e.f. 1-7-1993. TDS certificates which were required to bc issued under Form No. 16B, is to 
DEED RE g in place of “16B”, till stocks last with them—Circular No. 664 dt. 

9 ` 

(2) ао ЈА with new Form No. 16, 16A & 16B after 28-2-91 (but before 1-7-93)— Circular No. 597 dt- 
Ae RITR ae 9 == серпсе of old unified Form No. 16 after 28-29-91 will also bc accepted by the Assessing 
12—Acceptance of TDS ISAC КЫРА ӨТ o a Circular No, O03 de 12631. RAS B 

: : Я rm No. 16 in lieu of N ill 31-12- 

31-3-92— Circular No. 607 dt. 4-7-91: 190 ITR (St.) 88 and 625 dt. 122.92: 194 ITR (S0) 208 взш 


(3) Unified Form No. 16—Effective from 1- rdi i i 
PLOT OTR (S AS m 1-4-89—Regarding— Circular No. 529 dt. 13-2-89: 176 ITR (St.) 239 and 555 dt. 


—— i 


ECT OF PROFITS AND GAINS ESS OF 
FROM BUSINESS 
ETC. DURING FINANCIAL YEAR: : 


Financial year Circular No. Date Refer 
1993-94 660 15-9.93 9204 
X : + ITR (St.) 19. р / 
ао ви 20-8-92 -197 ITR с 170. 
620 6-12-91 * 193 ITR (St.) 19. 
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III. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961: 
| eee = —„ 
! 


Gist of circular 


Circular No. 


INCOME-TAX 


Refer 


sisi o 
A. TRUSTS & ASSOCIATIONS: 


Г | 


Lr S ge 


—— OS 


Ц. 


В. 
| 1. 


! 


4 
* 


10. 


12. 


If, a trust accumulates a larger income than the limits prescribed for exemp- 
tion u/s. 11(1)(a), what would be chargeable to tax is the excess over the 
exempted limit, and not the entire accumulation including the exempted 
portion. However, investment is to be made of the entire unspent balance 
including the exempted portion 5 > 


Investment in “Indira Vikas Patra” & “Kisan Vikas Patra” are approved 
form of investment u/s. 11(5)(i) ‚ z 


Condonation of delay in filing application in Form No. 10 in respect of 
accumulation of income u/s.11(2) read with Rule 17 of I.T. Rules — 
Commissioner of Income-tax is authorised to admit: belated applications 


If a trust which has invested its funds in any concern in which thc author, 
etc. arc substantially interested does not divest itself of such investment 


before 1-1-1971, it will forfeit exemption from tax on its entire income if the - 
"investment in such concern exceeds 5% of the capital of the concern. Where 


the investment does not exceed 5% of the capital of the concern, however, 
the exemption from tax will be forfeited only in relation to the income from 
such investment and not in relation to the remainder of its income н 


Repayment of the loan originally taken to fulfil опе of the objects of trust will 
amount to application of thc incomc for charitable and religious purposes. If, 
objects of the trust is advancement of cducation and granting of scholarship 
loans as only one of thc activities carried on for fulfilment of the objectives of 
the trust, granting of loans, сусп interest-bearing, will amount to applica- 
tion of income for charitable purposes. As and when the loan is returned, it 
will be treated as income of that year od e T. 


From 17-10-89, application for exemption u/s. 10, 11 & 12 of the Act is to be 
made to the Directors of Incomc-tax (Exemptions), if the concerned institu- 
tion is assessable in Delhi, Bombay, Calcutta or Madras Д5 oR 


Filing the Form No. 10B and its annexurc—an auditor can accept as correct 
the list of persons covered by section 13(3) as given by the managing trustcc, 
etc. ^i 56 ba ^a 20 an Е ac " 


Assessment of discretionary, trusts u/s. 164/166— Correct procedurc—At the 
initial assessment, I.T.O./A.O. should opt to asscss cither the trust or the 
beneficiaries. Once the option is exercised, the same income cannot be taxed 
in the other person's hands (the beneficiary or the trustee, as the case may 
be) 5c 29 сс са ac р dn ^n 


Requirements of section 13(1)(d) read with section 11(1)(a)—Clarification 
regarding oc Ge T oc зо oc an vs ws 


Ап association/institution engaged in the promotion of sports and games can 
claim exemption u/s. 11, even if it is not approved u/s. 10(23) 55 ^r 


In the cases of registered societies, trade & professional association, social 
and sports clubs, charitable & religious trusts, ctc., where the members or 
trustecs arc not entitled to any share in the income of the association of 
persons, the provisions of section 1674/167B will not be attracted and, 
accordingly, tax will be payable in such cases at the rate ordinarily applic- 
able to the total income of an A.O.P. and not at the maximum marginal rate 


The income of a trust declared by any person by will, where such trust is the 
only trust so declared by him, will continue to be charged to tax in the 
manner prescribed in the Ist proviso to scction 164(1), as hitherto and 
section 167B will not be applicable in such cascs. Similarly, other cases 


Covered by the Ist proviso to section 164(1) & 164(3) would also not attract - 


the provisions of section 167B Vati ids A Ae ae e 


CO-OPERATIVE SOCIETY: ' ; 
Rebate or bonus (which is in the nature of deferred discount) passed on by _ 


the consumer co-operative stores to their members on the value of purchases, 
made by them, should be allowed as a deduction in computing the business 


29 Dr. 23-08-69 74 ITR (St.) 7. 


566 Dr. 17-07-90 185 ITR (St.) I. 


273 Dt. 3-06-80 126 ITR (St.) 27. 


51 Dt. 23-12-70 79 ITR (St.) 72. 


100 Dt. 24-01-72 88 ITR (St.) 66. 


584 Dt. 13-11-90 186 ITR (St.) 155. 


143 Dt. 20-08-74 96 ITR (Su) 48. 


157 Dr. 26-12-71 98 ITR (St.) 41. 


335 Dt. 13-04-82 137 ITR (St.) 2. 


395 Dt. 24-09-84 150 ITR (St.) 74. 


320 Dt. 11-01-82 134 ITR (St.) 166. 


пеп 


577 Dt. 4-09-90 — 185 ITR (St.) 49. 


Ya 
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4 
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Ш. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Contd.]: 


Gist of circular 


The provisions of section 80P will also be applicable in respect of Regional 


C. EXCLUSIONS (EXEMPTIONS): 


Income accruing or arising to residents of Ladakh District in Jammu & 
Kashmir—Exempt u/s. 10(26A) А Sc 


Clarification regarding exemption u/s. 10(15) (ii) in the event of death of one 
of the joint holders of the certificates—surviving joint holder will continue to 
get exemption from tax on interest received upto a maximum amount 
permitted to be held in the case of joint holdings 


Investments in P.O. Savings a/c., etc. referred to in section 10(15) (ii) made 
by assessee in the name of his wife and minor children is also exempt in the 
hands of assessee 


Interest on Post Office Savings (Cumulative Time Deposits) Rules, 1959, is 
exempt u/s. 10(15)(ii) .. at А =F за % бо de 


Gifts of a purely personal nature will not be chargeable to incomc-tax as 
casual income, except when they can Бе regarded as an addition to the salary 
or when they arise from the exercise of a profession or vocation—Sec. 10(3). 


Clarification regarding extent of exemption u/s. 10(10A)(i) in respect. of 
commutation of pension—Members of the civil services of the Union 

Sports associations & institutions approved u/s. 10(23)—Clarification 
regarding ate ex cd sd ES ec ac ` 
Form Nos. 55 & 56 for grant of exemption u/s. 10(23) and 10(23C) (iv) & 
(v)—Clarification regarding Sk 6 a8 n бо vs 


mc regarding exemption u/s. 10(23) (iv)/(v) in respect of donations 
in kind За es an S oe = 


. Awards received by a non-professional sportsman will not be liable to tax in 


his hands as it would be in the nature of gift 


- The benefit of exemption u/s. 10(4) (ii) will be available to joint account 


holders of the Non-resident (External) Accounts 


. It is clarified that, by virtue of notification dt. 17-11-87, 9% Relief Bonds, 


1987 shall be deemed to have been notified for the purpose of exemption u/s 
10(15) (tic) of Income-tax Act, u/s. 5(1) (хуй) of the Wealth-ta A d 
5(1) (iid) of the Gift-tax Act C rr ч: 


SALARY INCOME: 
Leave salary: 


Cash equivalent of leave salary payable on the death of a Government 
servant to mi s legal pania not liable to income-tax. This is because the 
receipt in the oft ily i i 

re ышы S ami Y » not "n the даре ofone ie an employer 


Amounts received on encashment of leave sala 
їп service or upto assessment year 1982-83, at 
taxable as part of his salary 2 


The relief u/s. 89(1) read with rule 21A is admissible in 
ment of leave salary by an employee when in service 


Ty due to an employee either 
the time of his retirement, are 


respect of encash- 


Commutation of pension: 


Received by Judges of the Su 
u/s. 10(10A)(i) se 


House rent allowance (HRA): 


For the purposes of calculating HRA that would 
the term “salary” includes “dearness рау” also i 
servants 


be exempt under rule 2A, 
п the case of Government 


preme Court and the High Courts is exempt 


Circular No. 


319 Dr. 11-01-82 


67 Dt. 23-09-71 


102 Dt. 3-02-73 


218 Dr. 30-04-77 


410 Dr. 12-02-85 


158 Dt. 27-12-74 
`286 Dt. 17-11-80 
398 Dt. 17-10-84 
557 Dt. 19-03-90 
580 Dt. 14-09-90 
447 Dr. 22-01-86 


392 Dt. 4-02-91 


673 Dt. 21-12-93 


309 Dt. 3-07-81 


312 Dt. 31-08-81 


431 Dt. 12-09-85 


623 Dr. 6-01-92 


CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by29GBngo26-06-72 


Refer 


ee ые —————— 


134 ITR (St.) 165. 


82 ITR (St.) 43, 


88 ITR (St.) 75. 


109 ITR (St.) 75. 


152 ITR (St.) 202. 


98 ITR (St.) 97. 
127 ITR (St.) 6. 
150 ITR (St.) 74. 
189 ITR (St.) 93. 
185 ITR (St.) 117. 
157 ITR (St.) 52. 


188.ITR (St.) 7. 


205 ITR (St.) 47. 


132 ITR: (St) 3. 


132 ITR (St.) 4. 


156 ITR (St.) 82. 


193 ITR (50) 109. 


85 ITR (St) 34 
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Ш. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Coud]: _ 


Gist of circular 


Voluntary retirement payments: 


Clarification of the querics in respect of thc guidelines contained in new rule 
2BA for the purposes of section 10(10C) as amended by the Finance Act, 
1992 8 5a 5o Бе ae 9c es че 25 


Perquisites: 


The payment of salary to a gardener cannot be regarded as a perquisite. 
However, the expenses incurred by way of maintenance of a gardencr may 
be taken into account for the purposes of estimating value of rent free 
accommodation provided by the employer к 


Reimbursement (by the employer) of wages of sweeper, gardener or watch- 
man engaged by the стріоусе is fully taxable as income from “salaries” in 
the hands of the стріоусс So 


Explanatory note on Rule 3 relating valuation of perquisites—As amended 
by the Income-tax (Amendment) Rules, 1974 and the Income-tax (Third 
Amendment) Rules, 1974 x ss n 


In the case of hotel employees, valuation of perquisites in the form of free 
food will have to be determined in terms of Rule 3(g) 


From assessment year 1984-85 and onwards, rent free accommodation pro- 
vided by an employer to an cmployce at Bombay, Calcutta, Delhi and 
Madras, the perquisite value will be calculated by adding the excess over 
60% of the salary of the employee .. 58 2 Ee 5L 


Valuation of perquisites in the form of reimbursement of medical ехрепзез/ 
provision of medical facilities by an employer—in relation to assessment 
year 1991-92 & subsequent years—Circular No. 376 [146 ITR (St.) 62], 445 
[157 ITR (St.) 49], 481 [165 ITR (St.) 225], and all other instructions on the 


subject have been superseded— List of hospitals recognised under Central . 


Government Health Scheme /Note: From assessment gear 1991-92 & onwards 
perquisite in the form of medical expenses, etc. is to be determined as per proviso to 
section 17(2)] — -.. E а 5 x. за б С 4 


Reimbursement of tuition fees is not exempt from tax 
[Refer Para 4(viii) of the circular] 


General: 


For the purpose of calculating tax to be deducted at source, deducuon 

u/s. 80CCA is to be allowed in respect of deposits in: 

A — National Savings Scheme, 1987 33 Кысуу уку dj 

B — Annuity plans of L.LC. ie. ‘Jeevan Dhara’ & ‘Jeevan Akshay’ 
policy ve c dee ee Уос OR NIMM ро об. ж 

Recognised provident fund—gratuity fund—Rules 67А & 101A of LT. 

Rules—Instructions regarding ФЕ utn oi BEHSURE 


Notification fixing the rate of interest issued under rule 6 of Part A of the 
Fourth Schedule will have only prospective effect е 


Clarification regarding winding up of superannuation fund. . 3 2 


Instructions regarding Approval of superannuation fund under Part B of 
the 4th Schedule—Rule 89 of I.T. Rules ~. ss vs - e 


Employer should require the employee to obtain from the concerned I.T.O. 
a certificate u/s. 197( 1) authorising no deduction or deduction at such lower 
rates as may be prescribed in the said certificate •- SA Wife e 


Accrued i i bate u/s. 88 [ Vide 
PESE ш ago OR EI Wan Ua nost Collection а уе, ру 


130 рг. 


Circular No. 


640 Dt. 26-11-92 


122 Dr. 19-10-73 


662 Dt. 27-09-93 


16-03-74 


150 Dt. 19-11-74 


311 Dr. 24-08-81 


374 Dt. 14-12-83 


603 Dt. 6-06-91 


629 Dt. 31-07-92 


501 Dt. 20-01-88 
597 Dt. 9-12-88 


110 Dt. 13-04-73 


‚ 188 Dt. 16-01-76 
‚595 Dt. 5-03-91 


403 Dt. 5-12-84 
500 Dr. 9-12-87 


147 Dt. 28-10-74. — 


ESPIROYD-07-93 


Refer 


a aa aa PN 


199 ITR (St.) 2. 


94 ITR (St.) 1. 


204 ITR (St.) 34. 


94 ITR (St.) 17. 
98 ITR (St.) 17. 


132 ITR (St.) 9. 


146 ITR (St.) 60. 


190 ITR (St.) 6. 


197 ITR (St) 65. 


170 ITR (St.) 241. 


175 ITR (50) 3. 
89 ITR (St.) 142. 


102 ITR (St.) 89. 
188 ITR(St) 87. 


151 ITR (St.) 46. — — 
169 ITR (St.) 60. m 
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a 


Circular No. 
ААННЬА АЕА ААА 


8. Allowances like  uniform/attire, books/periodicals, entertainment, 


F. 


Gist of circular 


furnishing, etc. will be covered u/s. 2(24) (iiia). Similarly allowances like 
dearness allowance, city compensatory allowance, сіс. will be covered u/s. 
2(24)(iiib). Withdrawals made by the employce from the National Savings 
Scheme or the amount received on account of deferred annuity plans of 
L.I.C. (i.c. ‘Jeevan Dhara’ & ‘Jeevan Akshay’ policy) is to be included in thc 
employee's income while deducting tax at source [Refer para 3 & 5(viii) of 
the circular] es vs se 35 <a ut 


PROPERTY INCOME: 


Interest on house building advance taken bv Central Govt. servants under thc 


House Building Advance Rules can be allowed as deduction u/s. 24(1)(vi) on “ 


accrual basis eventhough such interest is payable later... 


BUSINESS/PROFESSIONAL INCOME: 


Advertisement: 

А. Мо distinction need be drawn between expenditure on advertisement in 
souveniers & other types of advertisements Claims in respect of 
expenditure on advertisement in souveniers may be allowed if 
condition laid down in Rule 6B arc fulfilled & there is evidence that the 
expenditure has been incurred 


B. If advertisements have been released in more than one souvenier pub- 
lished by the same organisation, deduction in respect of such publicity 
is admissible subject to conditions under sec. 37(3) read with Rule 6B 


2. Depreciation: 


"4. 


A. Where tour operators/travel agents usc forcign motor cars, owned by 
them, for providing transportation services to tourists, depreciation will 
be allowed on such cars. “Motor vans” are akin to “motor lorries" or 
“motor buses” and, therefore, higher rate of depreciation [Refer item 
III (2)(ii) on page 98] will be allowed on motor vans also, if they arc 
used for providing transport services to tourists ES 5t Do 


B. Higher rate of depreciation [Refer item III(2)(ii) on page 98] will also 
be admissible on motor lorries used in the assessce's business of 
transportation of goods on hire but not to its user in some non-hiring 
business of the assessee б vs 


C. “Motor vans" are more akin to “Motor Lorries" & “Motor Buses" 


than to “Motor Cars”, depreciation on “Motor vans” may be allowed 


at the rate applicable to “Motor Lorries” & “Motor Buses” .. 


D. Section 32(1)(iii)—Meaning of "actually written off’—Clarification | 


regarding—Terminal allowance .. 


E. “10% Central Outright Grant of Subsidy Scheme, 1971” for industrial 
units to be set up in certain backward districts/arcas would constitute 
capital receipt їп the hands of the recipient [Vide Circular No. 142 Dr. 
ea 95 ITR (80) ТЭЦте amount of such subsidy will be deducted 
© cost of assets for the purposes of allowing d iati 
development rebate on such assets nu o5 s е Wee » 


"Development allowance u/s. 33A: 


Instruction regarding creation of reserve 


Investment allowance u/s. 32А: 
A. Creation of reserve by Tca companies 


B. The condition for creation of requisite reserve would stand satisfied if 
the sum total of the reserve credited either in the year of installation or 


_use or in the subsequent year(s) is equal to requisite amount of 75% of -! 


the actual allowance of “Investment Allowance” in any year or ycars 


537 Dt. 


- 363 Dt. 


200 Dt. 


203 Dt. 


609 Dt. 
652 Dt. 


315 Di. 


212 Dt. 


190 Dt. 
325 Dt. 


324 Dr. 


LE 
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12-07-89 


24-06-83 


28-06-76 


16-07-76 


29-07-91 


14-06-93 


24-09-81 


26-02-77 


1-03-76 
+ 3-02-82 


3-02-82 


Refer 


179 ITR (St.) 1. 


143 ITR (St.) 2. 


104 ITR (St.) 50. 


104 ITR (St.) 52. 


191 ITR (St.) 1. 


202 ITR (St.) 55. 


132 ITR (St.) 11. 


"108 ITR (St.) 3. 


109 ITR (St.) 115. 


135 ITR (St.) 5. 


135 ITR (St.) 4. 


131 ITR (St.) 72. 
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III. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Contd : 


Gist of circular 


АП items of plant & machinery as on thc last day of the relevant 
previous усаг other than tools, jigs, dics & moulds are to be taken into 
consideration and their aggregate value will be computed for the pur- 


pose of ascertaining whether the assessec is а *small-scale industrial 
* undertaking" dc ‹ мла 


Gratuity: Е 
Provision towards service gratuity to employecs—Allowance regarding .. 


Entertainment expenditure u/s. 37(2A): 


А. 


The percentage limits mentioned in sec. 37(2A) are to be calculated 
before allowing the deduction їп respect of development rebate, 
development allowance, investment allowance and entertainment 


' expenditure 


From assessment усаг 1993-94 & onwards, expenditure on provision of 
food or beverages by an employer to cmployces whose salary docs not 
exceed Rs. 24,000 [refer item (с) on page 70] will not be treated as 
entertainment expenditure within the meaning of thc Explanation 
under section 37(2) if such food or beverages arc provided during 
working hours even in places other than the place of work, provided the 
expenditure is genuine and reasonable ss V. 


Disallowance of expenditure in respect of which payment is made 
otherwise than by a crossed cheque or DD—Section 40A(3): 


A. 


Increased monctary ceiling limit of Rs. 10,000 will apply in respect of 
payments madc in previous year relevant to assessment year 1989-90 
and subsequent ycars 


Any payment for business expenditure made otherwise than by crossed 
cheque/DD during the period when the cheque clearing operations are 
suspended or other similar circumstances [refer'page 112] will not-be 
disallowed under the provisions of section 40A(3) provided thc assessec 
furnishes evidence as to the genuineness of the payment and identity of 
the payce : 5o mM AI Т, i 

Clarification regarding Rule 6DD(j)—For gist, refer' item (iii) on 
pp. 112-113 ee e At $ ге Ac an T: 
Section 40A(3) will not apply to payments towards the purchase price 
of capital assets such as plant & machinery not meant for re-salc 


Banks may return the paid cheques to their constituents after obtaining 
formal undertaking from them to the effect that thcy shall retain the 
returncd paid cheques for a period of 8 years & produce them before 
I.T.O. whenever called upon to do so as 53 óc 50 


Other Expenditure: 


A. 


Expenditure incurred by business concerns on civil defence measures 


as specified in the Circular No. 10/22/65-IT(AT); Dt. 94:5-65, even... 


when there is no emergency, would be allowable to the extent found 
reasonable, in thc manner indicated in the circular 


In view of the statutory obligation cast on the employers under the 
Provisions of the Apprentices Act, 1961, recurring expenses incurred on 


‘imparting of the basic training to the apprentice under the said Act will © 


be allowable as a deduction u/s. 37( 1) ofthe I.T. Act 


The'amount paid towards security deposit for deposit for Telex connec- 
tion may be treated as a revenue expenditure and allowed as deduction 
when Telex is installed. However, when Telex connection’ is finally 


closed, the deposit so refunded shall be treated as income of the year in ) 


which it is refunded v s (X 


Deposit made under the “Own Your Telephone Scheme” will be 
allowed in the year of payment and in case the telephone is not instal- 


led and money is paid pack, it wilbhe:hargenble 3р таңды геа by БББ. 
———— Lj Р 


Circular No. 


314 Dr. 17-09-81 


146 Dt. 26-09-74 


247 Dt. 21-10-78 


644 Dr. 15-03-93 


522 Dr. 18-08-88 


250 Dr. 11-01-79 


220 Dt. 31-05-77 


- 34 Dt. 5-03-70 


33 Dt. 29-12-69 


316 Dt. 30-09-81 


192 Dt. 10-03-76 _ 


A, i 


“420 Dt. 4-06-85 


~ Inst. No, 204 


lapis 19 
а ci EXE : 
PME MO SNO: 
- 155 TTR (St) 
d» bang ys ЖАСКА 


Refer 


132 TTR (St.) 10. 


101 TTR (St.) 46. 


116 ITR (St.) 27. 
Y 


-200 ITR (St.) 226. 


17S TTR (St.) 44. 


117 ITR (St.) 48. 


108 ITR (St.) 8. 


"976 ITR (St.) 13. 


75 ITR (St.) 5. 


182 ITR (St) 11. 


109 ITR (St) 116. - 


mro ith 
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| ПІ. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Contd.]: 

И : SS 

| Gist of circular Circular No. Refer | 

| L——————————————É————————————————— ӨӨ Ө 

f E. Deposit made under the “Tatkal Telephone Deposit Scheme” will be | 

allowed as deduction in the year of payment if the assessee makes such a 

| claim. However, as and when any part of the amount is refunded on 
surrender of telephone or otherwise, the refunded amount shall bc 
treated as income of the year in which the amount is so refunded .. 671 Dt. 27-10-93 204 ITR (St.) 156. 


} 
| Е. Professional tax paid by a person carrying on business ог, profession is 16 Dt. 18-09-69 1970 ITL 
allowable as revenue expenditure u/s. 37(1) oo 5x Page LXXXIII. 
1 
| 
| 


G. Treatment of subsidy granted by the State Government to producersfor 541 Dt. 25-07-89 179 ТТК (St.) 30. | 


the production of feature films in regional language 544 Dt. 15-09-89 180 ITR (St.) 29. 


H. Instruction regarding amortisation of cost of production of films and 
acquiring of distributing rights—Also refer Circular No. 92 dt. 18-9-72: 
86 ITR (St.) 29 & 30 dt. 9-4-69: 74 ІТК (St.) 9 ос cio ao 154 Dt. 5-12-74 98 ITR (St.) 38. 


I. Section 37(1)/57(iii)—For assessment year 1993-94 and onwards, 
interest on delayed payments for goods or services made by a buyer, to 
an ancillary or small-scale industrial undertaking is to be disallowed 651 Dr. 11-06-93 202 ITR (St.) 54. 


9. Miscellaneous: 


A. Section 43B—If the State Government make an amendment in the 
Sales-tax Act or issue notification through Government orders to the 
effect that the Sales-tax deferred under the scheme (i.e. sales-tax deferrel 
scheme) shall be treated as actually paid, such a deeming provision will 
тесі the requirements of sec. 43B. The Board have decided that where 
amendments are madc in the sales-tax laws or notification is issued on 
these lines, the statutory liability shall be treated to have bee 496 Dt. 25-09-87 169 ITR (St.) 53. 
discharged for the purposes of section 43B of the Act .. ES Si 674 Dt. 29-12-93 205 ITR (St.) 119. 


B. Sec. 44AB—Tax audit— 

(i) Tax auditor would have to carry out the audit u/s. 44AB in respect 
of the period covered by the previous year i.e. relevant financial 
(ii) As far as “Касһһа arahtias" are concerned, turnover does not 
include the sales effected on behalf of the principals and only the 
gos commission has to be considered for the purposes of section 
C. Section 44AC—Special provisions for computing profits and gains from 
the business of trading in liquor, forest produce & алар Е 
puc ү nande oe duty paid or payable by the buyer. It shall 

зо include “Nirgam Mulya” or issue price which is paid i 
the State of Uttar Pradesh 55 Р 5 E "m родос 

. Section 44BBB—An approval issued by the Department of Power in th 
Ministry of Energy shall be deemed to be the approval of the Central 
Government for turnkey power project for the purposes of 


561 Dt. 22-05-90 184 ITR (St.) 2. 


452 Dt. 17-03-86 158 ITR (St.) 195. 


585 Dt. 27-11-90 186 ITR (St.) 156. 


[=] 


E 
| 


зес. 44ВВВ ^a Sn 


E. Section 44C of the I.T. Act—Deduction of Head Office expenditure i 
case of non-residents—Treatment of technical expenses саа 
remitted to Head Office of a non-resident enterprise by its branch office 


552 Dt. 9-02-90 — 182 ITR (St.) 143. 


аномалии 


in India—Guidelines : 
F. Section 44D—Restrictions placed by section 44D will apply for the entire 
previous year relevant to assessment year 1977-78 and onwards — .. 282 Dt. 22-09-80 127 ITR (St.) 4 
| С. Income from tea grown and sold in India will conti RE 
: in terms of rule 8 of I.T. Rules .. ac enia * риса 
Н: Allowability of expenditure incurred on or alter 1-3-198 gà 
factories in case of development programmes— Effect of ia шаг i 


agricultural development allowance u/s. 35C, by the Finance Act, 1984 578 Dt. 12-09-90 


I. Certain clarifications regarding the new simplified proced 
small businessmen as per the provisions of New Ge rn 
[Sections 115K to 115N] So en cy Р 58 641 Di 
; CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by ah De. 9712-92 199 ITR (St.) 68. 


649 Dt. 31-03-93 200 ITR (St.) 230. 


310 Dt. 29-07-81 132 ITR (St.) 5- 


185 ITR (St.) 106. 


——————M a a 
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III. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX АСТ, 1961 /Contd.]: 


Gist of circular 


G. CAPITAL GAINS: 
Exemptions: 
A. An assessee shall be entitled to exemption u/s..54 even in respect оГ 


2. 


self-occupied residential house annual value of which is ‘nil’ under the 


head “Income from house property" by virtue of section 23(2) read ` 


with section 24 Ad a cr 


І the amount of capital gain for the purposes of section. 54, and the net 
consideration for the purposes of section 54F, is appropriated towards 
purchase of a plot of land and also towards construction of a residential 
house thereon, the aggregate cost (including cost of land) should be 
considered for determining the quantum of deduction u/s. 54/54F, 
provided that the acquisition of plot of land and also the construction 
thercon are completed within the period specified in these sections .. 


In respect of flats allotted under Self-financing Scheme of the Delhi 
Development Authority, the allottce gets title to the property on the 
issuance of the allotment letter. The Board has clarified that “їп such an 
event, allotment of flats under the said scheme shall be treated as cases 
of construction for the purpose of Section—54/54F” 9 


If the terms of the schemes of allotment & construction of flats/houses 
by the co-operative societies/other institutions are similar to those 
mentioned in para 2 of Board’s Circular No. 471, dt. 15-10-86 (refer 
above), such cases may also be treated аз cases of construction for the 
purposes of section 54/54F Я =з 


Capital asset converted into stock-in-trade—For the purpose of exemp- 
tion u/s. 54E the time of 6 months will be counted from the date of 
conversion into stock-in-trade and not from the date of its sale as 
stock-in-trade 


If the assessee invests the earnest money or the advance received in 
specified assets before the date of transfer of asset, the amount so 
invested will qualify for exemption u/s. 54E 55 


General: 
A. National Defence Gold Bonds, 1980—Transfer of gold after re- 


demption—For the purposes of the computation of capital gains, cost 
of acquisition of gold would be the market value of the bonds on the 
date of redemption ES oe "s ne э : 


In cases where sale proceeds of the asset transferred have not been 
received by the assessee for any reason, the I.T.O./A.O. may not 
formally extend time for payment u/s. 140A & 220 but he may not 
impose penalty for non-payment of tax .. за oc ` 


H. INCOME FROM OTHER SOURCES: 
A. Deferred dividend is taxable in the previous year in which it is so declared 
B. Dividend received from United Kingdom— Gross dividend and not the net 


C. 


dividend is to be taxed in India 
1. 


3. 


Interest on cumulative deposit schemes of: 
(a) private sector undertaking should bc taxed on accrual basis 


annually ос Gc 2 ET B 2 Us 
(b) Government undertakings should be taxed on accrual basis 
annually za Ss Be de T. БА ot EN 


Interest on reinvestment deposit schemes/recurring deposit’ schemes/ 
cash certificates of banks etc.—Interest for cach year calculated at the 
Stipulated rate will be taxed as income accrued in that year with a nght 
to claim deduction u/s. 80L 5o x LI Be 


ate ae ae 


Circular No. 


538 Dt. 13-07-89 


667 Dt. 18-10-93 
471 Dt. 15-10-86 


672 Dt. 16-12-93 


560 Dt. 18-05-90 


359 Dt. 10-05-83 


415 Dt. 14-03-85 


119 Dt. 26-09-73 


" 210 Dt. 25-02-77 


369 Dr. 17-09-83 


409 Dt. 12-02-85 


Red Interest on National Deposit Scheme is taxable in the year o 06 Dt. 21-01-85 
inm . CC-0. Mümukshu Bhawan Varanasi Collection. Digitized by eGangoti 
" » SEX "eR о ee Н, А {00 


371 Dt. 21-11-83 


Refer 


179 TTR (St) 23. 


204 ITR (St.) 103. 


162 ITR (St.) 41. 


205 ITR (St.) 47. 


184 ITR (St) 1. 


143 ITR (St.) 2. 


у 152 ITR (St.) 205. 


92 TTR (St) 4. 


108 ITR (50) 2. 


145 ITR (St.) 9." 
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Ill. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 [Contd.]: 
Circular No. 


RENE A ___----4--_ ( 


Gist of circular 


D. Lump sum payment made gratuitously or by way of compensation or 
otherwise to widow/legal heirs ofan employee, who dics while in service, will 
not be taxable under the Act on we 5o с эз ло 

E. “Foreign Exchange Entitlement Fee” under the Ceylon Exchange Control 
Laws is not deductible expenses u/s. 57(iii) .. 5 oo ^g 16 

Е. Commission earned by insurance agents of Life Insurance Corporation— 
Allowance of expenditure—For gist of this circular, refer sub-item (A) of 
item (28) on page 108 ad za ar ad ES cn 

G. Deduction for expenses on commission payable to agents of Standardised 
Agency System/P.O. Time Deposits/Unit Trust of India/Notified mutual 
funds u/s. 10 (23D)—For gist of this circular, refer sub-items (b) & (c) of 
item (28) on page 109 35 211756 = T с vs 

I. DEDUCTIONS FROM GROSS TOTAL INCOME/REBATE FROM 

INCOME-TAX: 

A. Under section 80C: 

(a) The premia paid on the life insurance policies on lives of adult children, 
including a married daughter, will be eligible for deduction u/s. 80C & 
rebate u/s. 88 og 30 ec ad oc об ác 

(b) Contribution to following schemes will Бе eligible for deduction u/s. 
80C subject to limit prescribed u/s. 80C(4): 

Karnataka State Employees’ Group Insurance Scheme, 1981 


Special Frontier Force Group Insurance Scheme 


Maharashtra State Government Employees Group Insurance 
Scheme, 1982 o e S „Энди, Jn e 


Central Government Employees’ Insurance Scheme 


5. Family Pension Fund established by a scheme under the Em- 
ployees’ Provident Fund and Family Pension Fund Act, 1952 .. 


(c) Clarification in respect of contributions made to National Savings 
Certificates VI & VII Issues—Accrued interest on NSC VI Issuc 


eligible for deduction u/s. 80C . 
Accrued interest оп NSC VI/VIII Issues also eligible for reba: 
88—Vide Para 6(vi)(b) Ж ES at Е E: x "E : ii Es 


(d) Repayment of loans taken for the purchase or construction of a residen- 
tial house property, the construction of which is not completed by the 
end of the previous year relevant to assessment year—no deduction will 
be admissible in that assessment year з д 

B. Under section 80CCA: 

(a) Amount received under National Savings Scheme, 1987, ‘Jeevan 
Dhara' Шен cae ee of L.I.C. by the legal oi of an 
assessee ‚Мз dea ill not be chargeabl i 
80ССА(2) CRI QA M аарц. 

(b) Amounts paid to an assessee on closure of account under th 
National Deposit Scheme, 1987 on the expiry of 3 i iie ufa: 
80CCA(2) cya gee Эк рыу ард us el E 

C. Under section 80DD: 
t Clarification in relation to assessment ycar 1991-92 in vi 
which was introduced only on 27-1-92—Certain eligible Meca EMA 
+ have claimed the deduction due to absence of rule at the relevant time when 
the return for assessment year 1991-92 was due—where assessment has 
already been made, ог intimation u/s. 143(1)(а) has already been issued 
assesscc can file rectification application u/s. 154/revision petition u/s, 264. 
Where no кием ena Picks 143(1)(a) has so far been served, 
assessee can file revised return for limited purpose of claimi ction u/s. 
ооа аа ee ICD Dee AE deducta i/s, 


СС-0. Mumukshu Bhawan Varanasi Collection. Digitized by 


. 594;Dt. 


677 Dt. 


574 Dt. 


518 Dt., 


404 Dt. 


337 Dt. 
233 Dt. 


194 Dt. 


405 Dt. 


654 Dt. 


498 Dt. 


532 Dt. 


534 Dt. 


653 Dt. 15-06-93 


21-08-90 


23-12-74 
30-03-93 


27-02-91 
98-01-94 


22-08-90 


9-08-88 
15-01-85 


4-05-82 
5-12-77 


25-03-76 


15-01-85 


22-07-93 


4-11-87 


17-03-89 


7-04-89 


eGangotri 


Refer 


185 ITR (St.) 31. 


98 ITR (St.) 96. 


201 1ТЕ (St.) 4. | 


188 ІТК (St.) 105. 
205 ITR (St.) 331. 


185 ITR (St.) 31. 


173 ITR (St.) 58. 
151 ITR (St.) 47. 


137 ITR (St.) 4. 
H7ITR(St)I. | 


109 ITR (St.) 116. 


151 ITR (St.) 48. 


203 ITR (St.) 24. 


169 ITR (St.) 54. 


| 
176 ITR (St.) 327. | 


177 ITR (St.) 33. 


202 ITR (St.) 56. 
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Ш. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Conid ]: 


Gist of circular Circular No. Refer 


St cr 


D. Under section 80G: 
Donations to Prime Minister's National: Relief Fund—Money order 


coupons duly reccipted' may be treated as sufficient evidence of the 
donations $ vere ae 59 oc Ju : А 


Under section 80GG: 


The total income would be the total income of the assessee after allowing all 
deductions except the one provided u/s. 80GG itself zs E A 


Under section 80HH: 


(а) “Backward Arca”—All areas specified in the Eighth Schedule will 
continue to enjoy benefit of section 80HH in respect of an industrial 
undertaking which begins to manufacture or produce articles before 
10-9-86 or in respect of business of a hotel which starts functioning 
before 10-9-86 56 Sc 3d an an we 32 Oe 


(b) If the process involved is not merely conversion. of standing trees into 
fire wood but also manufacture of new saleable commodities, the benefit 
of deduction u/s. 80] & 80HH would be available .. 1.. : 


. Under section 80HHB: 


The consideration received in non-convertible rupees from bilateral account 
countries will be treated at par with consideration received in'any other 
convertible foreign exchange [See also item Q.(a) on page 312] .. 


. Under section 80HHC: 


(a) In the case of taxpayer engaged in the business of growing and manu- 
facturing tea, deduction u/s. 80HHC is to be allowed after the income - 
chargeable to tax under the head “Profits and gains of business or 
profession” has been computed under rule 8 of I.T. Rules : 


(b) Examples for allowing deduction u/s. 80HHC as amended by the 
Finance Act, 1990—CCS & duty draw backs are taxable as 
revenue receipts for all the years or Ai 25 E AU 


(c) Receipts of sales proceeds in rupecs in respect of protocol exports is 
eligible for deduction u/s. 80HHC T ác Mappe ee ES 

(d) The provisions of the proviso to section 80HHC(1), as substituted by 
the Finance Act, 1985 (w.e.f. 1-4-86), will not be infringed if dividends 
are distributed by the assessec out of such reserve D ES 

Under section 80]: 

Deduction u/s. 80] should not be reduced proportionately with reference to 

the period for which the business of the undertaking, ship or hotel was not 

carried on during the relevant previous усаг se I MS 5 


Under section 80L: 


(a) Income received on units of U.T.I. will also be treated as dividend 
received from Indian company and hence eligible for additional deduc- 
* tion under 2nd proviso to sec. 80L( 1) [upto assessment year 1992-93] 


(b) Upto assessment year 1992-93, inter-se priority for adjustment to claim 
deduction u/s. 80L(1) and the provisos thereto will be at the option of 


178 Dt. 23-09-75 


327 Dt. 8-02-82 


484 Dt. 1-05-87 


329 Dt. 22-02-82 


::56$ Dt. 23-05-90 


600 Dt. 23-05-91 


564 Dt. 5-07-90 
971 Dt. 1-08-90 


562 Dr. 23-05-90 


463 Dt. 11-07-86 


378 Dt. 3-03-84 


567 Dt. 19-07-90 


101 ITR (St.) 128. 


135 ITR (St.) 6. 


166 ITR (St.) 120. 


135 ITR (St.) 7. 


184 ITR (St.) 3. 


189:ITR (St.) 126. 


184 ITR (St.) 137. 
185 ITR (St.) 9. 
184 TTR (St) 3. 


160 ТТЕ (50) 60. 


149 ITR (St) 1. 


184 ITR (St.) 164. : 


the assessec [Refer para 29.8 of the circular] .. ^ . -- 528 Dt. 16-12-88 — 176 TTR (St.) 183. 
(c) Interest on reinvestment deposit schemes, etc. of banks—Accrued l 

interest eligible for deduction u/s. 80L .. bd oa Са Dre 243 Dt. 22-06-78 114 ITR (St.) 29. 
(d) Interest on deposits with Nationalised banks qualify for deduction ud s 

u/s, BOL()i). ш; а Белшш: тышо oU ERE 


- Under section 80M: 


Where a part of the inter-corporate dividend income is utilised for setting off 
loss under any other head, relief u/s. 80M’ is to be allowed on the dividend 
Income before such set off subject to overall limit u/s. 80A(2) — .. — .. 


164 Dt. 25-08-71 


$8 Dt. 15-0471 - 


» 82 ITR (St) 5. 
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IM. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 [Contd.]: 


| Gist of circular Circular No. Refer 

if а рі > 

К L. Under section 80-О: 

ge Guidelines for approval of agreements u/s. 80-O—Also refer Circular Nos. 
253:126 ITR (St.) 21; & 533:177 ITR (St.) 33 5 ox un 


: M. Under section 80Р: 

ix The provisions of section 80Р will also be applicable in respect of Regional 

N. Under section 80RR: 

A | Script writer can be regarded as “Playwright” and similarly “director” can 
F-a be treated as an “artist” for the purposes of section 80RR. However, а 


187 Dt: 23-12-75 102 ITR (St.) 83. 


319 Dt. 11-01-82 134 ITR (St.) 165. 


id ; producer would not be entitled to deduction u/s. 80RR, because he does not : \ 
fall under any of the categories mentioned іп the said section — .. ^6 675 Dt. 3-01-94 205 ITR (St.) 329. 
O. Under section 80RRA: 
Scope of the tax concession under section ОККА .. ЗБ y ac 356 Dt. 17-03-83 142 ITR (St.) 117. 


P. Under section 80U: 

(a) Employers would be entitled to give deduction u/s. 800 from the 
income under the head “Salaries” while deducting tax at source thereon 
in any financial year on the production of a certificate from the ІТ.О. 
authorising such deduction. The certificate once issued will continue to 
be in force till it is withdrawn by the I.T.O. or employce leaves the 
employment of the employer — .. ac x s^ 2 5n 


(b) Guidelines for exemption u/s. 80U—Also refer circular No. 375, dt. 
2-1-84:146 ITR (St.) 61 c эс ac 3c ^n ou 


(c) Clarification in relation to assessment years 1990-91 & 1991-92 in view 
of substituted rule 11D notified only on 27-1-92—Certain eligible asses- 
sees could not have claimed deduction under the then section 
80U(1)(iii) due to the absence of relevant rule, defining ‘“‘mental 
retardation", at the time when the returns for assessment years 1990-91 
and 1991-92 were due—Where assessments have already been made, or 
intimation u/s. 143(1)(a) have already been issued, assessee can file 
rectification application u/s. 154/revision petition u/s. 264. Where no 
assessment/intimation u/s. 143(1)(a) has so far been served, assessee 
can file revised returns for limited purpose of claiming deduction under 
the then section 80U(1)(iii) till 31-12-93 28 oa ^t 653 Dt. 15-06-93 202 ITR (St.) 56. 

Q. General: 

(a) “Convertible foreign exchange" for the purposes of section 80HH 
BOHHC & 80-0, vill also include amounts received in non-convertibl 
rupees from bilateral account countries and receipts in Indian Rupees 
under Government to Government credit. Remittances from Nepal & 
Bhutan are, however, excluded [For section 80HHB, see also item ‘G’ 
on page 311] эз: о QOEM aun р ЫШЫ - : 


272 Dt. 27-05-80 124 ITR (St.) 3. 


246 Dr. 20-09-78 116 ТТК (St.) 26. 


"d F - 575 Dt. 31-08-90 185 ITR (St.) 32. 
рр otels for the purposes of claiming th i 
concession envisaged in the peal онй Act. H : i as A 
J- MISCELLANEOUS: 
A. Firms: У 
1. A karta/coparcener of a HUF who is a partner in а firm on behalf of 
HUF, cannot be regarded as a benamidar of the HUF and as such there is 
р gbhigation: б s Form No. 12A in such cases under the Explanation 207 Dt. 24-09-76 105 ITR (St.) 54- 
toco 0 0 cs. s. 294 Dt 22-06-77 108 ITR (St) 22 


2. Renewal of registration can be granted to a firm for a particul. | 
the basis of a declaration in Form No. 12, even if Ja the immediately 4 
preceding year, the same was refused on technical grounds provided | 
there is no change in tlic constitution of the firm or in the shares of the 


383 Dt. 22-06-84 — 148 ITR (St.) 13. 


3. Clarification regarding F N EE an ao 289 Dt. 29-19-80 131 ITR (St.) 58. 
5 ication orm No. 11, 11А & 12—Also А 
‘No. 99, dt. 21-12-72:87 ITR (St.) 28 * = Fes circular 


70 Dt. 11-12-71 83 ITR (St) 5% - 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri 3 
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IIl. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 (Соп): 


Gist of circular 


4. Under section 182(4) the legal liability to retain the amount equal to 


30% of share of each partner in thc income of the firm arises even before 


the tax is levied by the I.T.O./A.O. and is communicated to the 


partners 


B. Losses: 


l. 


Order of set off/carry forward and set off of losses—The effect has first 
to be given to thc provisions of section 71, i.c., where in respect of any 
assessment year, there is income under a head, the loss, if any, under 
any other head for that assessment year should first be set off against it 
before the unabsorbed losses of earlier years under the former head can 
be set off against such income. This position is, however, subject to the 
exceptions provided in Chapter VI of the Act which prohibit inter-head 
adjustments with regard to certain losses a3 e 


Effect of the order passed by the Board for Industrial and Financial 
Reconstruction under a scheme for rchabilitation of sick units 


Section 72A(2)(ii)—Certificate from specified authority in respect of 
adequacy of steps taken for rehabilitation/revival of business of amalga- 
mating company would be necessary for each of the years during which 
the renewal scheme is implemented. The certificate will also be required 
for cach of the assessment years in which carry forward and set off of 
unabsorbed loss, etc. of the amalgamating co. is claimed by the amalga- 
mated co. .. 25 53 ve л AB we ac ah 


C. Return/Assessment: 


Summary assessment schemc—Steps taken for accelerating the pace of 
assessments сс ол ac зе 59 22 cc 


Assessment of political partics—Regarding filing of returns .. 


Reopening of assessments on account of retrospective amendment made 
in section 80HHC in respect of “Counter” sale to foreign tourists in 
shops and emporia, ctc.—will not be done to check whether such 
counter sale is included in the relief u/s. 80HHC. But where the 
income-tax records show it is included, the past assessments will be 
rectified on the basis of retrospective amendments 


Where the last day for filing return of income/loss is a day on which 
(І.Т.) office is closed, the assessee can file the return on the next 
working day and, in such cases, the return will be considered to have 
been filed within the specified time limit. This clarification also applies 
to the returns under other direct tax enactments. The above clarifica- 
tion have been issued in view of section 10 of the General Clauses Act, 
1897 : ч: 


D. Circulars on Amnesty Scheme: 
For circulars on Amnesty Scheme issued during financial ycars 1985-86 & 
1986-87 in relation to assessment year 1986-87, ctc., refer page 290 of 
LT.R.R. 1993-94 (55th year of Publication). A 
E. Appeals: 
l. Giving of appeal effects, etc. promptly 
2. Date of limitation for filing appeals u/s. 249(2) (c)—For the purposes of 
section 249(2) (c), the intimation u/s. 143(1) should be deemed to have 
been served on the assessce (for this limited purpose) on the date 
following the expiry of the period of 3 months mentioned in the proviso 
under section 154(2)(b) and hence the limitation period of 30 days will 
Start from that date 5 d Ba 25 онаа 
Е. Rectification: | 
l. Prima facie adjustments made u/s. 143(1)(a)—Scope of section 154 & 


disallowance u/s. 43B—For gist of these clarifications, refer note 5 on 


page 111 of this I.T.R.R. st "s EC ES 


Circular No. 


260 Dt. 31-07-79 


587 Dt. 11-12-90 


523 Dt. 5-10-88 
576 Dt. 31-08-90 


350 Dr. 29-09-82 


201 De. 
412 Dt. 


5-07-76 
2-03-85 


624 Dr. 23-01-92 


639 Dt. 13-11-92 


209 Dt. 11-01-77 


668 Dt. 20-10-93 


187 ITR (St.) 48. 


Refer 


131 ITR (St.) 117. б 


174 ITR (St.) 1. 
185 ITR (St.) 48. 


138 ITR (St.) 44. 


104 ITR (St) 5l. - 
152 ITR (St) 202. 


193 ITR (St.) 109. 


199 ITR (St) — | 
xem 


108 TTR (St) 1. 


x 
| 
| 
| 
| 


CIRCULARS 314 
INCOME-TAX 


IIl. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 [Contd.]: 


ce наны ие it mer m m MÀ. 
Gist of circular Circular No. Refer 
—————————— M — —MM————— M 
2. The sums disallowed as prima facie inadmissible u/s. 143(1)(a), in the А 


absence of requisite evidence of payment cannot be subsequently ; 
allowed by БЕА u/s. 154—Also refer circular No. 669 hereafter 581 Dt. 28-09-90 186 ITR (St.) 2. 


u 


Where the sums referred to in the Ist proviso under section 43B had in | 
fact been paid on or before the duc dates mentioned therein, but the | 
суїйепсе therefor had been omitted to be furnished along with the 1 | 
return, the Assessing Officer can entertain application u/s. 154 for . | 
rectification of the intimation u/s. 143(1)(a) or order u/s. 143(3). 


nmt meneame ig eene erm ae 


ў Circular No. 581, stands modified to the above event .. we MUS 669 Dt. 25-10-93 204 ITR (St.) 105. 
2 3. Order u/s.. 119(2)(a)/(b)—Penalties based on cancelled/annulled | 
j| ke assessments—Authorisation by the СВОТ for cancelling such penalties, 87 Dr. 19-06-72 89 ІТК (St.) 141. 

; u/s. 154 beyond the time limit prescribed u/s. 154(7) .. on € 91 Dt. 30-08-72 89 ITR (St.) 142. 


4. Where a valid application for rectifications has been filed by the asses- 
sec within the statutory time limit but. was not disposed of by the 
authority concerned within the time specified u/s. 154(7), it may be 
disposed of by that authority even after the expiry of the statutory time ‚| 
limit за s Ae degen s) visos. DRIE ro 73 Dt. 7-01-72. +: 84 ITR (St.) 4. | 

5. The Board’s authorisation for taking action u/s. 154 beyond the time 

i limit fixed u/s. 154(7) in cases of protective assessments which required | 

{ to be cancelled oc 5с od ác Se 71 Dt. 20-12-71 83 ITR (St.) 91. 


6. Where an assessee moves an application u/s. 154 pointing out that in 

the light оГа later decision of the Supreme Court pronouncing the 

correct legal position, a mistake has occurred in any of the completed 

assessments in his case, the application shall be acted upon, provided 

the same has been filed within the time & is otherwise in order... 68 Dt. 17-11-71 83 ITR (St.) 6.: ` 
. Refunds: 


Order v/s. 119(2)(b)—Condonation of delay in filing refund. claims— 
aan to the Assessing Officers to admit belated refund claims u/s. 


(a) Arising as a result of tax deducted/collected at source and advance tax 
payments where the amount of such refund does not exceed Rs. 1 lakh : 
for any assessment усаг subject to specified conditions—W.e.f. 1-1 1-93 670 Dt. 26-10-93 204 ITR (St.) 154. 
(b) Arising as a result of excess advance tax paid upto Rs. 10,000 sub; 
specified conditions—W.e.f. 18-88 м eet 


521 Dt. 17-08-88 173 ITR (St.) 43. 


specified—W.e.f, 10-2-88 zi 


(d) In the cases of contractors/sub-contractors upto Rs. 1 S i 
"conditions specified—W.e.f. 1-1-86 to 9-29-89 ^ no Pie 5 


(c) Arising as а result of tax @ source upto Rs. 10,000 subject to conditions | 
ннат ЭБШ quu 503 Dt. 6-02-88 171 ITR (St.) 1. | 


5 ; 446 Dt. 31-12-85 157 ITR (St.) 50. 
(е) Arising as a result of tax at source upto Rs. 1,000 subject to conditions 


specified —W.e.f. 2-4-84 to 9-2- 
Яго: i 379 Dt. 10-04-84 148 ITR (St.) 13. 


1. Waiver/Reduction of interest—Section 215/217—Rule 40(1) Be 492 Dt 
2. Levy of interest u/s. 220(2) when the original assessment is set aside/ 5 


cancelled—No interest u/s. 220(2) can be charged pursuant to the 


‚ 21-07-87 168 ITR (St.) 1. | 

original demand notice. Interest can Бе charged only after the expiry of | 
| 

| 

| 


[e 


yis Роз пау from the Mic ОГ service of demand notice pursuant to 
тате assessment order « 
zs 8c 52 5e >= 334 Dt. 3- 
3. No interest shall be levied u/s. 234С in respect of any shortfall i pos KU 
payment of advance tax, if shortfall is on account of failure to filiae 
the income expected from capital gains or income referred to in sec, 
2(24) (ix) and the assessec has paid the whole amount of tax payable i 
respect of such income as part of the instalment of advance tax which is 
immediately due after the accrual of such income. Interest u/s 244A 
shall be payable to assessee from Ist April of the assessment year to the 
_ date of granting refund. However, u/s. 244A(2), any period of dela 
= "attributable to the assessce shall be excluded [Refer para 10.9 & 11.4 of 


i 
| 
| 
“I 
‘the circular] : «н 1 | 
= 23 549 Dt. 31-10-89 182 ITR (St.) 1. ; 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by eGangotri Pi 


BoTT TNE 


DEDE REO Ae ee 


—— ee ынты; 


V og M qM EET WT qnem нүнүн" 
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CIRCULARS _ 
INCOME-TAX 


HI. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX АСТ, 1961 /Contd.]: 


Gist of circular 


4. Ifthe last day of payment of any instalments of advance tax is a day on 
which the receiving bank is closed, the аѕзсѕзсе can make the payment 
on the next immediately following working day, and in.such cascs, the 
mandatory interest leviable u/s. 234B/234C. would not be charged... 

Penalties: 


For failure to comply with the provisions of section 44AB, penalty proceed- 
ings u/s. 271B should not be initiated for assessment year 1985-86 if the 
audit report u/s. 44AB has been obtained by 30-9-85 & self-assessment tax 
u/s. 140A has been paid within the normal period prescribed u/s. 139(1) for 
filing return of income. Also refer Clarifications dt. 10-7-86:162 ITR. (St.) 
58. Circular No. 582 issued on the same matter has been withdrawn vide 
Circular No. 628 dt. 6-3-92: 195 ITR (St.) 72 


General: 


1. 


Exercise of discretion u/s. 220(6) to treat the assessee as not being in 
default in respect of the amounts disputed in first appeal pending before 
Deputy Commissioner (Appeals)/Commissioner (Appeals) 


Indian Nationals having income arising in Pakistan—assessment 
procecdings/collection of tax-clarification regarding 


Amount borrowed or repaid on hundi—Section 69D— Provisions of 
section 69D arc not applicable to certain types of Darshani hundi 
transactions 5 5 56 ac 


Mode of taking or accepting/repayment of certain loans/deposits— 
scctions 269SS/269T: 


Where a **Kachha Arhatiya" sells goods belonging to agriculturist, the 
sale proceeds thereof which remain with him cannot be regarded as 
deposit made by the agriculturist with the “Касһһа Arhatiya". 
Therefore, the repayment of such sale proceeds does not fall within 
purvicw of section 269T  .. og A cae 70 эз ae 


‘Increased monetary ceiling limit of Rs. 20,000 u/s. 269SS & 269T will 


apply to loan or deposit taken or accepted or, repayment of deposit 
together with or without interest or interest alone, on or after 
1-4-1989 


The payment of interest of Rs. 10,000 (Rs. 20,000 w.e.f. 1-4-1989) or 
more on deposits, will have to be made in the manner provided in 
section 269T vie gà de ro Ab s" enis 25 


Non-residents: 


(a) Individuals normally resident in Kuwait and returning to India 
after 2-8-90, would be eligible for exemption “u/s. 10(4)(ii) in 
respect of such accounts maintained upto 30-6-1991 — .. oc 


(b) Indian crew members of foreign-going Indian ship will be treated 
as “Non-resident” if they are on board of, such ship outside the 
territorial waters of India for 182 days or more during any year 


(c) Where shares in Indian companies are allotted, in consideration of 
the machinery & plant, to a non-resident, the income embodied in 
the payments would be received in India as the shares in the 
Indian companies are located in India and would accordingly be 
liable to income-tax as income in India .. sé an cn 


(d) ‘Overseas corporate body’ is foreign company. Income by way of 
interest received by overseas corporate body is liable to flat гасе оѓ 
tax.u/s..115(1)(ia}) ёзу гд OO а 


(c) The mere existence of an agency established by a non-resident . 


in India will not be sufficient to make the non-resident liable to tax, 
if the sole function of the agency is to purchase goods for 


export . — .. `+ or A E n Dt 


CC-0. Mumukshu Bhawan Varanasi Collection. Di 


eden RB wl Жей э». aa Ld i da Sei ыксал, з RIDE dt 


` 473 Dt. 31-10-86 


. 163 Dt. 29 


Circular No. 


676 Dt. 14-01-94 


422 Dt. 19-06-85 


530 Dt. 6-03-89 
589 Dr. 16-01-91 


25 Dt. 2-07-69 
251 Dt. 29-01-79 


208 Dt. 15-11-76 
221 Dt. 6-06-77 
556 Dt. 23-02-90 


592 Dr. 18-08-88 


479 Dt. 16-01-87 


1590 Dt. 30-01-91 


604 Dt. 11-06-91 


586 Dt. 28-11-90 


382 Dt. 4-05-84 


173 ITR (St) 44- 0 


Refer 


205 ITR (St.) 330. 


"Nu 
ate 


155 ITR (St.) 44. 


xe 


176 ITR (St) 240. _ 
187 ITR (St) 79. _ 


73 ITR (St) 23. _ 
116 ITR (St.) 46. 


107 ITR (St.) 195. 
108 ITR (St.) 10. _ 


or, 


164 ITR (St.) 154. 5 


187 ITR (St.) 144 
190 ITR (St.) 12. 


186 ITR (Sc) 16 


"= tme nequeunt pa ene sl oma atm tenga tetur 


CIRCULARS 316 
"WEALTH-TAX 


Ш. CIRCULARS ON PROVISIONS RELATING TO THE INCOME-TAX ACT, 1961 /Contd.J: 


Gist of circular Circular No. Refer 


ИШНИ ЫЫЫ LE AD" 
6. Request by an assessee to extend the previous усаг relevant to assess- 

ment ycar 1988-89 to 31-3-1988 may bc liberally allowed by the 

assessing authorities u/s. 3(4) subject to the condition that the adoption 

of such longer previous year does not result in any loss of revenuc 


165/4/88-IT(AT) 171 ITR (St) 290. 
Dt. 4-2-88 


7. Double taxation agreements: 


(a) Agreement with Aden 171 Dt. 8-07-75 100 ITR (St.) 14, 


553 Dt. 13-02-90 182 ITR (St.) 182, 


(b) Agreement with Belgium og ES 3e - vs 
{ (c) Agreement with Canada .. 3 "i ® T 25 638 Dt. 28-10-92 198 ТТК (St.) 120, | 
| (d) Agreement with Federal Republic of Germany .. ж w 659 Dt. 8-09-93 203 ITR (St.) 127. 
t (с) Agreement with Republic of France ad áo vs a 39 Dt. 13-04-70 76 ITR (St) 118. | 
| (D Agreement with Pakistan .. .. .. .. s .. 12701100174 93 ITR (St) 69. | 
i (g) Income-tax (Double Taxation Relief) (Dominions) Rules, 116 Dt. 10-07-73 90 ITR (St.) 24, | 
{ 1956—Sec. 90 & 91 zo ы се so © 172 Dt. 8-07-75 100 ITR (St.) 15. | 
{ (h) Where a specific provision is made in the double taxation avoi- | 
dance agreement, that provision will prevail over the general | 


provisions contained in the Income-tax Act v i A 333 Dt. 2-04-82 137 ITR (St.) 1. | 


8. Book publishing companies even though they may themsclves not be 
engaged in the printing or binding of books qualify to be treated as 
industrial companies for thc purposes of sec. 104 as well as for the | 


concessional tax treatment given to industrial companies .. az 347 Dt. 7-07-82 137 ITR (St.) 14. 
9. Recording of the date of the receipt of cheque on the chalañ tendered for 261 Dt. 8-08-79 . 120 ITR (St.) 7. 

payment of any direct taxes 5o Sc v. Js dio a8 265 Dt. 11-04-80 131 ITR (St.) 54. 
10. Place of payment of direct taxes 55 8c st об oc 306 Dt. 19-06-81 130 ITR (St.) 11. 


11. Surcharge is to be computed on the amount of income-tax as reduced by 
the tax rebate calculated under Chapter VIII i.c. sections 88 & 88А 606 Dt. 20-06-91 190 ITR (St.) 66, 


12. Tax clearance certificate in the сазе оГа foreign employce not domiciled | 
in India—Simplification of procedure—Regarding — .. ác ac 546 Dt. 4-10-89 180 ITR (St.) 29. | 
13. Income-tax clearance certificate to contractors—Issuc of—Grounds for | 
eer thereof—levy of penalty for concealment/conviction-Instructions 162 Dt. 24-03-75 99 ITR(St)15. | 
regarding .. 5 “= vs Ap ^ Е ^ xs 186 Dt. 23-12-75 102 ITR (St.) 83. | 
14. Procedure for granting relief u/s. 89(1) a ao o5 v. 331 Dr. 22-03-82 135 ITR (St.) 8. | 
15. Provisions of section 230A arc not applicable to those cases which | 
involve registration of documents in which the Government is a | 


sie 5z 55 
Бааз м ee 91 Dt. 4-03-76. 109 ITR (St.) 115. 
16. део 264(4)(c)—Scope of the expression ‘subject of an appeal'— 
cati 
on regarding ЗН 30 s an a0 367 Dt. 26-07-83 144 ITR (St.) 19. 


IV. CIRCULARS ON PROVISIONS RELATING TO THE WEALTH-TAX ACT, 1957: | 
Gist of circular Ci 


ircular No. Refer 
ата аанньа р e LIB cte UU dU 


Deposit under “Own Your Telephone" scheme is exempt u/s. 2(e) if th 
been shown as asset by the assessee in his accounts inl in the ie teme = 


Exemptions: 
1. picava of exemption in respect of certain items u/s. 5(1)(viii)—Clarification ; 
pes 75 Dt. 22-01-72 83 ITR (St.) 106. 


222 Dr. 10-06-77 110ITR(St) 1. | 

ae A | 

2. A. Clarification in respect of sec. 5(1)(xxa), in view of the omission of Ninth | 
i 


Schedule to the Income-tax Act. w.e.f. 1-4-1 issi : 
Schedule does not affect the admissibility of exemption we Soa). [зү 


B. Concerned company should apply to the assessing authoritv 
per Annexure ‘X’ in case it desires an Ed u/s. 5(1) exa) ше pm E 


627 Dt. 27-02-92 — 194 ITR (St.) 221: 


equity shares — .. 


ounce ET нна aii cac rm a ү: 490 Dt. 14-07-87 166 ITR (St.) 146: 


5(1)(xxvb) without any monetary ceiling specified in section 51А) .. 11 
CC-0. Mumukshu Bhawan Varanasi Collection. Digitized by e All Riri 10-05-88 172 ITR (St.) 4 | 


[29 Te E I ee ot ee ee 54 


4. 
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CIRCULARS 
GIFT-TAX 


IV. CIRCULARS ON PROVISIONS RELATING TO THE WEALTH-TAX ACT з 1957 [Contd.]: 


Gist of circular 


Exemption under section 5(1)(xxxiii) and section 6—Deposits fi 
non-rcsident Indians—Clarification is ie posits from 


Valuation & Location of Assets: 


For valuation of Jewellery, the report of the registered valuer obtained for one 
assessment year can also be used for subsequent four assessment years subject to 


' the adjustments specified in Para 3 of the circular. In such a case a copy of the said 


valuation report along with a chart showing the specified adjustments should be 
filed along with thc return of net wealth for each of the four assessment. years . 


Instructions on valuation & location. of certain assets u/s. 6 & 7 — Also refs 


Circular No. 


411 Dt. 


646 Dr. 


25-02-85 


15-03-93 


Refer 


152 ITR (St.) 227. 


200 ITR (St.) 228. 


2. 
circular No. 384 dt. 6-7-84: 148 ITR (St.) 33 & 392 dt. 24-8-84:150 ITR (St.) 38 3WT Dt. 28-09-57 33 ITR (St.) 97. 
3. Valuation of residential house under Rule 1BB—where the rent of such a house is 
egged at а level & cannot be increased, the rent actually received/receivable 
К ОША be thc basis for хма at the "gross maintainable rent" for the purposes 
of the rulc ac : nc at ak 2 M -- . 355 Dt. 28-02-83 — 143 ITR (St.) 4. 
4. A. Instructions regarding S of unquoted equity shares of invest- 
ment companies and holding companics—Also refer Circular No. 118 
dt. 15-9-73:92 ITR (St.) 1 & 332A dt. 31-3-82:135 ITR (St.) 11 2 WT. Dt. 31-10-67 92 ITR (St.) 2. 
B. Where the balance sheet of the company as on the relevant valuation date has 
not been published before the due date of furnishing the return of wealth by 
the sharcholder, the valuation of such unquoted shares can be based on the 
balance sheet of the immediately preceding valuation date 548 Dt. 27-10-89 181 ITR (St.) 35. 
Miscellaneous: f 
1. A. Instructions regarding scope of Explanation to section 18(1) . 8 WT Dt. 15-11-68 71 ITR (St.) 2. 
B. Penalty u/s. 18(1)(c)—Cases where tolerance margin of.25% is exceeded B 17/25/69—WT 73 ITR (St.) 18. 
cause of disallowance of disputed tax liability, penalty should not be levied. Dt.:12-06-69 
2. Wealth-tax assessment in respect of properties left in erstwhile East Pakistan 385 Dt. 3-07-84 148 ITR (St.) 33. 
after Indo-Pak Conflict of 1965 oF 1 B i 547 Dt. 18-10-89 180 ITR (St.) 42. 
3. Consequent to the amendment of section 2(m), ii effect from e assessment 
year 1993-94, the wealth-tax liability under the Wealth-tax Act is not a debt owed 
by the assessee incurred in relation to the assets taxable under the Wealth-tax 
Act. The liability of wealth-tax is a personal liability of the assessee and is not a 
, debt incurred by the assessce but it is created by the statue. Therefore, no 
deduction is allowable for the wealth-tax liability in the computation of taxable es 
net wealth from assessment year 1993-94 and onwards саге + 663 Dr. 28-09-93 203 ITR (5с) 134. 
У. RCIRCULARY ON PROVISIONS RELATING TO THE GIFT-TAX ACT, 1958: 
Gist of circular Circular No. Refr 
1.“ Clarification regarding deemed gifts u/s. 4(1)(a) where the consideration for the 
transfer of property is détermine РЫ pi the Central Govt./Reserve 
Bank of India .. їз. 136 Dt. 24-05-74 95 ITR (St.) 5. 
2. Gifts by HUF on daughter s marriage is not ree as it is nota ‘gift ТА 2(х11) 419 Dt. 1-06-85 155 ITR (St.) 7. 
3. Liability to ан Керсез made EA non-resident donors to residents in A HUE n 
India 302 Dt. 2-05-81 131 ITR (St) 63. . 
& Exemption u/s. 5(1)(v) i is applicable to all od of properties, тү gr or immov- i ост 
able—Circular No. 284 dt. 13-10-80 withdrawn 304 Dt. 2-06-81 131 ITR (Sù) 6 — — 
5. | The valuation of partner’s right to share the profits of the firm witht the right to to | A6 бай 
share the assets shall be calculated in the manner arent in the annexure to this oca 
circular .. ge é ae .. 219 Dt. 30-05-77 . 109 ITR (St.) 77. 
6. Deduction of stamp duty u/s. 18А whether admissible on instrument not desig- _ ne i 
nated as instrument of gift—Clarification regarding. e 005. 7 358 Dt. 30-04-83 143 ITR (St) l. 
7. Rebate on advance payment of gift-tax u/s. 18—if the 15th day gen to bea 
bank holiday or a day on which the Treasury is closed, if the advance payment is : 
made on the. joi day жишш DE the Бойду Кере is 3 ah 28) 
à allowable Р 5 GT Dt. 19-09-58 35 ITR (St 


Returns for assessment year 1990-91 i in remect of gifts cui аа the pu 


from 20-3-90 to 31-3-90 can be filed on or before 30-6-91. If filed after 30-6-91, 


interest u/s. 16B will be levied from: 1-7-91 to date of furnishing such reum <. 


of LT. Act|When to deduct tax at | At what rate tax is to | When 
of 
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CHART FOR DEDUCTION OF TAX AT SOURCE ` 


[In respect of payments to resident assessee during the Financial Year 1994-95] 


be deducted at source 


deposit - 
deducted (as | Prescri- 
bed 


- 


1 
192*: At the rates prescri- | Within 1 week 
Salary bed in Part Ill of the |from the date 
taxable salary | First Schedule to the 

exceeds Rs.2,917 p.m/ | Finance Act & sala 
Rs. 35,000 p.a. tables on pp. 273-27 

193*: At the time of credit or | At the rates prescri- | Within 1 week 30-6-1995 1 

Interest on secur- | payment, whichever is | Беа in Part Il of the |from the last month & 

ities earlier. First Schedule to the | day of the 14 days 
For no deduction of taxin | Finance Act i.e. @ | month in from the 
certain cases where the | 10% as I.T. [In the date — of 
interest on debenture |case of a domestic credit/ 
does пої exceed |co., @ 21.5% as LT. + ayment 
Rs. 2,500, refer page 148 | S.C. @ 15% of I.T.] Refer 
[Refer note 4] 

194*: Before making payment | At the rates prescri- | Within 1 week 28-4-1995 

Dividends to resident shareholder. | bed in Part Il of the | from the date 


than "Interest on 


For no deduction of tax in 
certain cases where it 
does not exceed 
Rs. 2,500, refer page 147 
[Refer note 4 & 6 


At the time of credit or 
payment, whichever ís 
earlier, when the aggre- 

ur- 


First Schedule to the 
Finance Act i.e. 20% 
as I.T. [In the case of a 
domestic со., 


At the rates prescri- 
bed in Part Il of the 
First Schedule to the 
Finance Act i.e. 10% 


of’ such 
deduction 


Within 1 week 


30-6-1995 


a 


les" рау- | даїе sums payable 
able by persons | ing the financial year ex- | as I.T. [In the case of a | which the de- 
other than indi-|ceeds Rs.2,500 [Refer | domestic, co., @ 20% | duction is 
vidual /HUF note 5 & 6] as І.Т. + S.C. @ 15% | made . [Refer 
of I.T.] note 1 & 3] 
194B*: At the time of payment | At the rates: prescri- | Within 1 w - 
Winnings — from.| when it exceeds Rs. 5,000 | bed in Part il of the | from the rs ede 
lottery or cross- First Schedule to the | of such 
word puzzle Finance Act i.e. 4096 | deduction 
as I.T. [In the case of a 
domestic co., 4096 as 
LT. + S.C. @ 15% of 
ІТ.] 
194BB*: At the time of payment | At the rates prescri- | Wi 
Winnings from | when it exceeds | bed in Part I of the rers 
horse race Rs. 2,500 First Schedule to the | o: such 
Finance Act ie. © |deduction 
со., 40% as I.T. + S.C. 
@ 15% of I.T.] 
194C*: At the time of credit or|In the case of pay- 


Payments to con- | payment, whichever is 

tractors/sub- earlier, when the contract M contactor @ 2% 
contractors (pay- | value exceeds Rs. 10,000 | as1.T. [In the case of a 
able 100 теш fomes CO., 296 as 
actor UY Ten Tt S.C. @ 15% of 


individual, HUF) 2. Sub-contractor @ 

К 1% as I.T. [In the case 
of a domestic co., 196 
as LT. + S.C. @ 15% 
7 of LT.] 


| $194D*:. At the time of credit or | At the rates - 
‘Insurance  com-| payment, whichever із | Беа in Part iot tho fro 


mission earlier, when the aggre- First Schedule to the'| d 
UE : pote sums payable dur- | Finance Act ie. @ 
ROC е. ng the financial year ex- | 10% as LT. [In the 


ceeds Rs. 5,000 case of a domestic 
CO., @ 21.596 as I.T. + 


S.C. Q 15% of LT.] [Eofor 


note 1 & 3] 


* Read with rules 30, 31 & 37 of the Income-tax Rules, 1962. 
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CHART FOR DEDUCTION OF TAX АТ SOURCE—(Contd.) © 
[In respect of payments to resident assessee during the Financial Year 1994-95] 


of LT. Act |When to ‘deduct tax at | At what rate tax is to | When 
Sec. Nature of | source be deducted at source | deposit tax 
Income/payment 


deducted (as | Prescri- 
be 


ment account | No. 


94EE*: At the time of payment | At the rate of 20% as | On the day of 30-6- 

Payments out of|when the aggregate LT. deduction " i No. 26F 99 
Form __ | 30-6-1995 
Мо. 26G 6A 
Fo 


ө ref. to in | deduction, if paid to heirs 
Shom 80CCA |of the depositor [Refer 
& not sec. 88 note 4 


At the time of payment of 
any amount referred to in 
sec. 80CCB(2) 


Within 1 week 
from the date 
of such 
deduction 


e the rate of 2096 as 


purchase of units 
referred to In sec. 
80CCB 


deposits : under | sums exceed Rs. 2,500 in 
National Savings a financial year. No 
n 
rm 30-6-1995 
No. 26H 


At the rate of 10% as 
I.T. [In the case of a 
domestic co., 1096 as 
LT. + S.C. @ 15% of 


At the time of credit or 
payment, whichever is 
earlier, where it exceeds 
Rs. 1,000 


Within 1 week 
from the last 
day of the 
month in 
which deduc- 
tion is made 
[Refer note 3] 


Commission, etc. 
on.sale of lottery 
tickets 


To be pre-|To  be|To be pre- 
scribed pre- scribed 


At the time of credit or 
payment, whichever is ||.T. 
earlier, when aggregate 
sums credited/paid dur- 
ing the financial year ex- | I.T. 
ceeds Rs. 1,20,0 


194-1: 

Rent [payable by 
persons other 
than  individual/ 


* Read with rules 30, 31 & 37 of the Income-tax Rules, 1962. 


Notes: 1. The Assessing Officer may permit any person to рау: tax deducted from income by way of— 
(a) salary, quarterly on 15th June, 15th September, 15th December & 15th March; & = XE -4 z 
(b) interest u/s. 194A or insurance commission u/s. 194D, quarterly оп 15th July, 15th October, 15th January & 15th April 
Time limit for issue of certificate referred to in sections 194A & 194D is within 14 days from the date of payment of tax fer 
proviso to rule 30(1)(b) and 3rd proviso to rule 31(3) of the I.T. Rules]. і Я 5 E 


2. Monthly statement in Form No. 21 in respect of salaries paid in the case of an employee leaving service is to be furi 
Assessing Officer within 1 month from the end of the month in which the employee leaves service [Refer п е : 

‚ Monthly certificate of deduction of tax in Form No. 23 is to be furnished to the Assessing Officer within 1 month from the en 
the month in which the tax is deducted [Refer rule 32 of the I.T. Rules]. е dex 


3. Where the income referred to in sections 193, 194A, 194C, 194D & 194G is credited by a person carrying о! 
profession' to the account of the payee as on the date upto which the accounts of such business or professi 
deducted has to be deposited in Government account within 2 months of tha expiration of the month in which t dati The 
time limit for issue of certificate in such a case is within a week after the expiry of 2 months from the month n which the income 

Ë 1 
е 


is so credited [Refer rule 30(1)(b)(i) & 1st proviso to rule 31(3) of the LT. Rules]. 


> з, + ПЁ, j ВЕТ ра E b 

4. In the case of a resident Individual, tax is not to be deducted u/s. 193, 194 and 194EE, if such an individual furnishes to t В С s 
declaration in writing in duplicate in the prescribed Form No. 15F (sec. 193), 15G (sec. 194) & 15-1 (sec. 194EE). The pi 
income has to deliver one copy of such declaration to the Chief Commissioner or Commissioner within 7 days of the mont 
following the month in which the declaration is furnished to him [Refer Section 197A(1) read with rule 29C of the LT. | 


5. In the case of a person (not being a company or a firm), tax is not to be deducted u/s. 194A, if such a person furnishes to the paye 
a declaration in writing in duplicate in the prescribed Form No. 15H. The payer of the income has to deliver one copy of 
declaration to the Chief Commissioner or Commissioner within 7 days of the month following the month in which the declarati 
is furnished to him [Refer Section 197A(1A) read with the rule 29C(3)/(5) of tha ET. Rules]. __. xe : 


[i 


xni 
j н 3 
. Where no tax is deducted at source from interest income u/s. 194A & dividend u/s. 194, annual return in Form 27A 
& Form No. 27B (sec. 194) is to be furnished by 28th April, 1995 [Refer rules 37AA & 378 of the IT. l. i 
Where по tax Is deducted at source from insurance commission u/s. 194D, annual return in Form No. 26E i з to be furnis 
30th June [Refer rule 37 of the. LT. Rules]. { RE E E PUN EE 
For failure to deduct correct tax rce on due dates, as per chart above, Interest u/s. 201(1) is leviable [Refer inte 
pp: 169-170]. Erteilung leviable u/s. 21б, 272A(2)C) & 272A(2)(g) (Refer penalty chart оп pp. 


N 


not 


gu ki 
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ЕТ FORMS 


IMPORTANT PRESCRIBED FORMS UNDER THE INCOME-TAX RULES, 1962: 


[In respect of resident assessees] 


pM LUE IUE M LITT Tm 
г s Prescribed Refer 
Subject Form No. I.T. Rules 


anoo ы _ _———————————————-— 


I. Charitable & Religious Trusts: 
(a) Notice for accumulation of income to be given to the Assessing Officer/the prescribed 


authority u/s. 11(2) or under the said provisions as applicable to sections 10(21) & 10(23) 10 ~17 
(b) An application u/s. 12A(a) for registration of charitable trusts 10A 17A. . 
(c) The auditor's report u/s. 12A(b) 10В 17В 
(d) Application for approval/continuance u/s. 80G(5) (vi) [in еа 10G 11АА(1) 
П. Salary: 
(a) Furnishing of particulars of— 
l. income u/s. 192(2A) for claiming relief u/s. 89(1) by an employee Уз 10Е 21АА 
2. “salaries” received from other employer(s) to the person dc for deduction of 
tax at source (i.c. present employer) [Sec. 192(2)] а A zs 12B 26A 
3. income under the heads of income other than “Salaries” for iuum аса at source 
[Section 192(2B)] vs Б D aS 39 Аа d of 12С 26В 
(b) Certificate of deduction of tax at source u/s. 203 Jc Es oL =o E = 16 31(1)(a) 
(c) Statement in respect of salaries pada and tax deducted at source in the case of employees 
leaving service .. un sj rabo: an 3n a E ad са 21 32(1)(а) 
(d) Monthly certificate of deduction of tax at source .. $ T m 23 32(1)(b) 
(c) Return of deduction of tax from contributions рай һу the trustces of an spproved 
superannuation fund ds : о a 22 33 
(f) Annual return of deduction of tax from “Salaries” E 206 T ie tie vene 94 37 
TIL. Business/Profession: | 
(a) Report of audit of the accounts— 
1. u/s. 33AB(2) ++ oe Ё 3AC 5AC 
2. u/s. 35D(4)/35E(6) [For assessee dier dar a company y& coUe res 3B 6AB 
3. u/s. 44AB [Tax audit], in the case of a person— 
A. who carries on business & who is eked by or under any other law to get 
accounts audited an 3CA 6G(1)(a) 
B. who carries on business, but is not required hoe or малон апу. i "e to get i 
accounts audited : : b o dc 5 v. : 3CB 6G(1)(b 
С. who carries on profession c a^ 58 E | 3CC у any 
The particulars to be furnished u/s. 44AB— 2 е TUngr . (X9 
(i) in the case of a person carrying on business y* аб a е 3CD і '.6G(2 
(ii) in the case of a person amg on Ара ага a + .6G(2)(a) 
4. ws. 142A)... аправа filz SE 6G(2)(b) 
Е és 32 1146. 14А 
е x u/s. 80HH(5) [for assessee pner EF ору а co-operative казу t 10C . 18B 
= ae ae [for assessce other than company & co-operative socicty] 6 10СС 1 18BB 
u/s. 80HHB(3)(i) [for assessee other than company & Co operative society] e 10ССА 18BBA(1) 
8. u/s. pote ORE GCA)a) Sk + 3 m if 
DE PORE] е т too s se 3. IOCCAC < I8BBA(3) 
10. u/s. BOHHE(4) Itu Ше нал. acseraldb aat ллу (LOCCAD....- 1SBBA(4) 
i; IOCCAF 18BBA(7) 
l1. u/s. 80-1(7) or 80-1A(8) [for assessce the? thon sapere Ha co-operative асу "IOCCB '-I8BBB 
(b) Certificate from the Export/Trading House which is required to be furnished. JAN 6! 
E supporting manufacturer u/s. 80HHC(4A)(b) Е піз Ву the 10бС i 
(9 ‘Certificate from a person making Payment to an assess : АВ 1888412) 
T hotel or of a tour operator or of a travel agent u/s. epe s the business of 2 ; 
r а ES carrying oe profession to keep and maintain ‘a daily case inen SORAR, E 
-The application required to be furnished by a scientifi i 
‘u/s. 35(1)(ii)/Gii) ^. By T eral rescarch organisation 
0 The application for ашп а ‘of citus res гэт Бен 6(2) 
be made by a sponsor search E S ws. 35 (2AA) 1o to 
(g) The application for approval of agreement u/s. 80-O 3 306 6(3) 
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PRESCRIBED 
IT FORMS 


IMPORTANT PRESCRIBED FORMS UNDER THE INCOME-TAX RULES, 1962 (Contd.): 


Subject 


JV. Deduction of tax at source on payment of income other than “Salaries”: 


(a) 


(b) 


(с) 
(d) 


(е) 


(0 


(в) 


(һ) 


(а) 


Application to {һе Assessing Officer for certificate for deduction of tax at lower rates— 


l. by a person u/s. 197(1) — in respect of income referred to in secti 
194A, 194D & 195.. .. x. uj A ROIA ad ALIAE 


2. Буа contractor or a sub-contractor u/s. 194C(4) 
3. by a person, u/s. 194G(2)—commission on sale of lottery tickets 7 тй 
Certificate of no deduction of tax or deduction at lower rates to be issued by the Assessing 
Officer in pursuance of an application made u/r, 28— 
l. from income other than dividend 
2. from dividend T oc .. БО = zs T. es 
Application by non-resident/forcign company for certificate authorising receipt of interest 
and other sums (not being salary) without deduction of tax at В че at 
Certificate to be issued by the Assessing Officer in licu of application in Form No. 15D 
Statement in duplicate by sharcholder claiming receipt of dividend without deduction of 
Declaration in duplicate u/s. 197A(1), to be made by a resident individual claiming 
receipt of— 
1. "Interest on securitics” without deduction of tax 
2. “Dividends” without deduction of tax .. Š ot aec ae 5s * 
3. Payment of any amount referred to in sec; on 80CCA(2)(a) [i.e. National Savings 
Scheme, 1987] without deduction of tax . ка x S c a ne 
Declaration in duplicate u/s. 197A(1A) to be made by a person not being a company or 
firm for payment of interest other than “Interest on securities” without deduction of tax 
Declaration to be made by-the registered sharcholder and by the person claiming credit 
where the dividend on shares is assessable as income of such other person on 
Certificate for deduction of tax at source u/s. 203 in respect of income by way of payments 
to: 
“Interest on securities” [Sec. 193], dividends [Sec. 194], interest other than “Interest on 
securitics” [Sec. 194A], winnings from lotteries or crossword puzzles [Sec. 194B], win- 
nings from horse races [Sec. 194BB], contractors/sub-contractors [Sec. 194C], insurance 
commission [Sec. 194D], withdrawals from National Savings Scheme, 1987 [Scc. 194EE], 
repurchase of units referred to in section 80CCB [Sec. 194F] & commission, etc. on sale of 
lottery tickets [Sec. 194G] T +: T T БЕ Бб . 
Application in duplicate for allotment of a tax deduction account number u/s. 203A .. 


Annual return of deduction of tax at source to be furnished u/s. 206 from: 


Interest on securities 

Dividends Ын 7a T 2 
Interest other than “Interest on securities" .. 
Winnings from lotteries or crossword puzzles 


бах 


Winnings from horse гассѕ .. no cc ‹ 

Payments made to contractors ог sub-contractors .. RT е е An 
Insurance commission . . ac on vs S =. ac 57 ККЕ 
Payments in respect of deposits under National Savings Scheme, 1987 [Sec. 80CCA] . . 
Payments on repurchase of units referred to section 80CCB US etri pese Cae 


Payments of commission, etc. on sale of lottery tickets... estes 


Vi. Annual return without deduction of tax in respect of: 


(a) 
(b) 


(с) Dividends—u/s. 206B 


as ee ae LES ees 


Insurance commission—u/s. 206 5 ar | 
Interest other than “Interest on securities"—u/s. 206А gE oe ESS OBE eoi idis 
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Prescribed 
Form No. 


13 
13C 
13D 


15AA 
15 


15D 
15Е 


14B 
I5F 
15С 
15-1 
15Н 


15В 


16A * 
49B 


26E 


= QA. 


27B | 


Lr. ъъ?» 


Refer 
ІТ. Rules - 


28(1) 
28(2) 
28(4) 


_ 28АА(5) 
29(5) 


| 29B(3) 
29B(6) 


28A 
29C(1)/(4) 
29C(2)/(4) 
29C(3A)/(4) 
29C(3)/(4) 
30A (2) 


-31(1)(b) 
114A(1) 


on 


| 
| 
| 
| 
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ET FORMS 
DER THE INCOME-TAX RULES, 1962 (Сои: 


IMPORTANT PRESCRIBED FORMS UN 
Prescribed Refer 


ee — — 


VII. Collection of tax at source u/s. 206C: 
provo to section в 20860) to be 


| (a) Certificate for no collection of tax at source under the пс” 
| given by Assessing Officer s 27C 37C(1) 
(b) Certificate for collection at source to i given cu iss person es tax u/s. “06c(5) 27D 37D 
(с) Half-yearly return [30th, Sept./31st, March] of collection of tax u/s. 206С from buyers of: | 
1. alcoholic liquor for human consumption ot с\з T 27EA . 37E 
2. timber obtained under a forest lease . 27EB n: 37E 
3. timber obtained by any mode other than under a Бе ыс 27ЕС 37Е 
4. any other forest produce not being timber 27ED . 37E 
VIII. Return of income: e 
(a) in the case of a company [not beng a company claiming d Ws. nj 5 1 12(1)(а) 
(b) ‘in the case of a person claiming exemption u/s. 11 oc AU SA | 12(1)(c) 
(c) In the case of a person [other than those referred to in (а) & (Ы о] lied total 
income— 
1. includes any income EUR to income-tax under the head "Profits and oan of 
business or profession” e 2 12(1)(b)() 
9. does not include any income аш ене to income-tax i the head "Profis and y 1 
gains of business or profession" us $4 a m 3 12(1)(b) (iii) 
Application [in duplicate] for allotment of a permanent i account Же ue 
*—  139A(1)/(2) ; T. 5 55 59 .. 49A 114(1) 
(d) The statement to be furnished u/s. 115K: SA ‘ai 
1. by an individual/a non-specified H.U.F. fin Selec bail: ves! 4A ПЕЕ(1) 
2. by a specified H.U.F. [in duplicate] - ia nm: 11ЕЕ(1) 
IX. Payment of advance tax: 3 
a) Notice of demand u/s. 156 to be served upon the assessee in pursuance; of an order v 
210(3)/(4) ac .. ac 28 : 38 
(b) Intimation which an аззезѕес dier to send to " Assessing Officer FE тщ їп 2 
pursuance of an order received u/s. 210(3)/(4) — .. ub 3 ` ..". 98A 39 
X. Refunds: Н чу "m 
A claim for refund of tax under section 239. .. igi zd € T э? S 30 41(1) 
XI. Appeals: 
(a) to the Deputy Commissiones(Appeals)/ Commissioner (Appeals) [іа duplicate]... — .. 35 45(1) 
(b) to the Appellate Tribunal [in triplicate] (with challan for fees paid)“ .. 96 ETE 
E x: с таса x c Pme a ame E т меф Tribunal [in triplicate] 36А 47(2) 
е Appellate iri Ue 
any question of law [in triplicate] una’ to refer to the ee Саш Ў 
: 48 
XII. Tax clearance certificates: 
(a) In respect of a person not domiciled in India, or domiciled 
India as an emigrant or intends to procced to another Lin fne p teda to leave 
employment [Apply to Assessing Officer, Foreign Section] oes permition / 
Where the applicant i is a person domiciled in India or wh 31 42(1) 
Assessing Officer in India, the application in Form No. tai ay al ben assessed i an 
authorisation obtained from the said Assessing Officer odi gps the 3 
A tax clearance certificate to be issued under section 230(1) 325 42(2) 
1 i i i 3 33 1 
An exemption certificate to be issued under the proviso to section 230(1) 43(1) 
(b) 8 respect of transfer of immovable properties: bas 34 43(2) 
_ Application in duplicate for certificate u/s. 230A(2) : ah? 
i Statement to be furnished u/s. 269UC(3) [in dupticate] Ле н, ioc SA 95 44A 
| x ҮЗ yYengg- occ oF 188 o 


CC- 0. Митикзһи Bhawan Varanasi Collection. Digitized by e ; ft 


"Em 


323 IN AY 

SEARCH & SEIZURE 
SEARCH AND SEIZURE 

1. Legal provisions: 


1.1 In order to unearth concealed income/wealth, the Income-tax department is empowered to search 


essee's premises and seize undisclosed assets [Section 132, 132A and 139B of the I - 1 
ales 112, 119A to 112D of the Income-tax Rules]. ыры MA ы 


‚ 1.2 The search warrant under section 132(1) [in prescribed Forms No. 45, 45A to.45C] can be issued by 
the Director-General or Director or the Chief Commissioner or Commissioner [also by such Deputy Director or 


Deputy Commissioner, as may be empowered by the Board], if, in consequence of information in his possession, 
he has reason to believe that — 


(a) a person has omitted or failed to produce books of account, documents, etc. in response to 
summons u/s. 131(1) or notice u/s.142(1) of the Act [Section 132(1)(a)]; or ‘9 


(b) a person will not, or would not, produce any books of account, documents, etc., in response to 
summons u/s: 131(1) or notice u/s. 142(1), already issued or about to'be issued [Section 132(1)(b)]; or 


(c) a person is in possession of assets (i.e., any money, bullion, jewellery or other valuable article or 
thing) either wholly or partly'undisclosed to the Income-tax department [Section 132(1)(c)]- 


1.3 The search action can be undertaken in respect of any year which may be pending on the date on 

which a search is authorised u/s. 132 or which may have been completed on or before such date and includes also 

- all proceedings under the Act which may be commenced after such date in respect of any year [Explanation 2 to 
"Section 132]. 


1.4 The officer authorised by the warrant i.e., authorised officer has the following powers u/s.132(1): - 
(a) to enter and search any building, place, vessel, vehicle or aircraft, if he has reason to suspect that 
such books of account, documents, money, bullion, jewellery or other valüable article or thing are kept; 
(b) to break open the lock of any door, box, locker, safe, almirah or other receptacle, when the keys 
thereof are not made available; ' iow ib Р 
(с) to search any person who has got out of, or is about to get into, or is in, the building, place, vessel, 
vehicle or aircraft, if he has reason to suspect that'such person has secreted on his person any such books 
of account, documents, money, bullion, jewellery or other valuable article or thing; ы 


(d) to seize апу such books of account, documents; толеу, bullion, jewellery or other valuable article 
or thing found as a result of such search; | і : 


(е) to place marks of identification on any books of account or documents or to take extracts or 
copies therefrom; and jt ) vir door 


R (f) to make a note or an inventory of any such money, bullion, jewellery or other valuable article or 
thing. ' 5 


9 DUE MONET 
Where it is not possible or practicable to seize any asset [referred to in (d) above] due to its volume, weight 
or other physical characteristics or due to its being of a dangerous nature, the authorised officer is empowered to 


effect a deemed seizure thereof by issuing an order'on the owner or the person who is in immediate possession or 


control thereof that he shall not remove, part with or deal with such assets without prior permission of the 


authorised officer [2nd proviso to section 132(1)]. : 


1.5“ The authorised officer may take the help of any police officer and/or of апу officer of the Central 


Government for executing the search warrant issued u/s. 132(1) or 132 (1A) [Section 132(2)] с 


1.6 The authorised officer is also empowered to issue prohibitory order (i.e. attachment order), 


COME-TAX _ 


WT Pr aS ВАУ 


таш 22 
(124 


owner or the person in possession of books of account, documents, money, bullion, jewellery or other valuable = 


article or thing [Section 182(3)]. Such prohibitory order is not deemed to be a seizure [Explanation to 
132(8)]. The said prohibitory order cannot remain in force beyond 60 days of its issue, unless the Director о 
Commissioner gives prior approval therefor. The approval cannot be given for a period beyond 30 days afte 
completion of all the relevant proceedings under the Act [Section 132(8A)]. мс 


1.7 During the course of the search or seizure; the authoriséd officer is empowered to reco 
ee the person found to Бе in possession or control of any books of account, ‘docum t 
E ution, jewellery or other valuable article or thing. Such on-the-spot examination may cover all att 
| Aes one proceedings. The statements so recorded may be used in evidence in any pro 
29 [ a peA Assessee may declare his undisclosed income, if any, in this statemen: 
та the levy of penalty u/s. 271(1)(c) of the Act. For further details, see para 3 on page: 
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SEARCH & SEIZURE 
Tn her valuable article or thin 
1.8 Where any books of account, documents, money, bullion, jewellery or ot i 5 
are found to be in Posen or control of any person in the course of a search, the ag Де MESI aa 
they belong to such person unless he rebuts the presumption by producing eviden shi 39(4A)]. x 
presume that the contents of such books of account and documents are true [Section . 


119A of the Income-tax Rules. Within 120 days of the seizure, the ^ 1 
the prior approval of the Deputy Commissioner. The said order will conta! 


(b) calculation of the amount of tax on the income so estimated; 

(c) quantum of interest payable and penalty imposable on the above; 

(d) a specification of existing liability of the assessee, if any, under any of the direct taxes; 

(e) a specification and retention of the seized assests in satisfaction of the liabilities determined as 


above; and ; 
(f) an order releasing the balance of assets, in excess of the retained assets, to the person from whom 


they were seized. 
Assessees desirous of getting any such retained assets, like jewellery, etc., may apply to the AO for its 
release either by paying the value thereof or by providing a bank guarantee for the value. 


1.10 An assessee aggrieved by or objecting to the retention of assets by an order u/s.132(5), may file 
an application to the Chief Commissioner or Commissioner within 30 days of the receipt of the said order 


[Section 132(11)]. 


1.11 On receipt of application u/s.132(11), the Chief Commissioner or Commissioner may pass such 
order as he may think fit after hearing the assessee or his authorised representative [Section 132(12)]. 


1.12 If during the preliminary enquiry AO is satisfied that the seized assets or any part thereof were held 
by the assessee for or on behalf of any other person or the AO finds the assets belong to some other person, the 
AO is empowered to proceed against such other person in a like manner as under section 132(5). The time limit 
of 120 days for passing the order will, however, remain the same [Section 132(7)]. The third parties claiming 
ownership over the assests seized from the assessee should file their claims before the AO, if they have not filed 
such claims before the authorised officer at the time of search itself. And, in case the AO does not release the 
assets and/or retains them, the third parties can also file their objections through an application u/s. 132(11) 
before the Chief Commissioner or Commissioner. The time limit of 30 days will commence from the date when 
such third parties came to know about the order u/s. 132(5) passed by the AO in the case of the assessee. 


1.13 The books of account and/or documents cannot be retained by the authorised с a 
period of 180 days from the date of the seizure, unless he obtains the Sal of the Chief сыы ог 
Commissioner for ап extended retention. The maximum period of such extension cannot exceed 30 days after 
the completion of all the proceedings under the Act related to search [Section 132(8)]. Assessee. objecting to the 
extension granted by the Chief Commissioner or Commissioner u/s.132(8), may file an a lication to the Board 
requesting for the release of books of account and/or documents [Section 132 (10)]. i 


1.14 The assessee is entitled to take copies/extracts from the seized books of | 
such place and time as may be specified by the authorised officer [Section ааб екы со 
specific request for this purpose to the AO. Such request can be made immediately after the seizure or during the | 
preliminary enquiry u/s.132(5) or during the regular assessment proceedings u/s, 143(3) of the Act 5 


2. Rights and duties of assessees in search cases: 


9.1 The Union Finance Minister has announced the followi : 
159 ITR (St) 1]. This includes searches conducted by the UNE CM RAT S ERA LOCO Шы i 


1. Competent authority. — Authorisation for a search can , 
considering the information he has in his possession алны ec dy A карс еп! ош 
justified. Before the issue of a search warrant, a formal order is required to b elieve that a sea { 
authority — . КАР e passed by the competen 
Information may come from external sources like inf: | 
newspapers, magazines and publications. In the case aban daiforners eee Government departments T 
he is liable to be prosecuted under section 182 of the IPC if his a generally made clear to him tha 


llegat s "Tnternal 
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: SEARCH& SENE ES 
sources comprise cases developed suo motu on the basis of records and i igati 1 я Б 
gathered by the intelligence wing of the department. eileen ace ECO 


2. Objectives of the search. — A search is necessary to secure evidence which is not likely to be made 
available by issue of summons or by visiting, in ordinary course, the premises concerned. Tax authorities 
have powers to summon persons and documents. Tax authorities have to resort to search and seizure 
when there is evidence of undisclosed documents or assets which have not been and would not be 
disclosed in ordinary course. 


8. Search party. — Search party has to be led by an officer of a certain rank in case of major searches. 
‘The party must be led by an officer of at least the rank of Assistant Collector or equivalent. The team must 
include two respectable witnesses of the locality and technical persons like valuers, etc. 


4. Rights of the person to be searched: 


(A) To see the warrant of authorisation duly signed and sealed by the issuing authority. 

(B) Verify the identity of each member of the search party. 

(C) To have at least two respectable and independent residents of the locality as witnesses. 

(D) To have personal search of all members of the party before the start of the search and after 
conclusion of the search. i 
1 (E) To insist on a personal search of females by another female only with strict regard to 

ecency. 

(F) To have a copy of the panchanama together with all the annexures. 

(G) To put his own seals on the packages containing the seized assets. 

(H) Woman having the occupancy of an apartment, etc., to be searched has right to withdraw 
before the search party enters, if, according to custom, she does not appear in public. 

(I) To call medical practitioner if he is not well. 

(J) To have his children permitted to go to school, after the examination of their bags. 

(К) To inspect the seals placed on various receptacles sealed in course of searches and 
subsequently reopened by continuation of searches. 

(L) To have the facilities of having meals, etc., at the normal time. 

(M) To have a copy of any statement before it is used against him in an assessment or 
prosecution proceedings. 

(N) To have inspection of the books of account, etc., seized or to take extracts therefrom in the 
presence of any of the authorised officers or any other person empowered by him. ' 


3. Disclosure to be made by assessee during search: , 


giving the statement u/s.139(4). If he does so, he can get immunity from concealment penalty u/s. 271(1)(c) of the 
Act [Clause (2) of the Explanation 5 to Section 271(1)]. The following guidelines have been issued by the Board 
in this regard [Also refer Para 12.4 (c)(B) of Circular No.469, dt. 23-9-86. 162 TTR (St.)21-38]: 


(a) unaccounted assets are found in the course of the search; 

(b) the person concerned makes a statement u/s.132(4) that the unaccounted assets have been 
acquired out of his income of that year for which return has not been filed so far, since the period for filing. 
the return u/s.139(1) had not expired; & 

(c) the person concerned specifies in the statement the manner in which such income had been . 
earned; and { 

(d) Pays the tax on such income together with interest, if any. mE 

[The Board has clarified that the payment of tax and interest should be made by the due date. x 
specified for filing the return of income u/s.139(1)]; \ 39 XE 

then, no penalty for concealment is leviable. erg 5 


as 3.2 It may be noted that the words “in the course of the search” occurring in Explanation 5 

1(1) would include the period during which any locker, godown, etc, is the subject matter o 

lo taint u/s.132(3). The search of such lockers, etc., prior to the vacation of the prohibitory ordi 

Шу а recommencement of the search operation. Їп such cases, the person searched can m 
$.132(4) as the search is not concluded, and pay tax on the income disclosed. sap ed 


| 

i 

3 i id 

3.1 An assessee is entitled to make disclosure of his concealed income during the search at the time of | 
{ 

D 

| 


tos 
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TEISAL STEPS* 326 


1 

| 

TYPICAL STEPS WITH AVERAGE RATES* А | 
From Rs. 30,000 to Rs. 6,00,000 taxable income ; : 

; ASSESSMENT YEARS | 

| 1994-95 & 1995-96 1-3. 

Financial year ending 31-3-1994. Д 

Financial year ending 31-3-1995. 


Accounting perlods: 


ASSESSMENT || ASSESSMENT ASSESSMENT || ASSESSMENT : ASSESSMENT || ASSESSMENT 
YEAR YEAR YEAR YEAR YEAR YEAR 
| 1994-95 1995-96 1994-95 1995-96 q 
Taxable 
Aver- Taxt Aver- Income Taxt - 
е 
| . rate Rs. Rs. oe 
| 
| 
! 


= This table Is to be referred by an Individual other than a non-resident. 
1 Refer explanatory note marked “t Important’ on page 327. 
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| 5 327 ҸМ  TYPICAL STEPS* 
" ; ш © IT. 
COM TYPICAL STEPS WITH AVERAGE RATES* — (Contd.) ө е = 


SESSMENT ESSMEN 
YEAR YEAR м 
1994-95 995-96 


AS: ASS 
1 
Taxt Aver- | Balance Taxt 
age left after 
E rate tax 
Rs. Rs. Rs. 


Taxable 
Income 


127000 
133000 
139000 
145000 
151000 
157000 
163000 
169000 
175000 


+IMPORTANT : ае 
Income-tax is to be arrived at with reference to typical steps given, on the taxable income, that is gross total Income] 


as reduced by deductions under Chapter VIA (Refer pp. 186-204]. From the income-tax so arrived at, the following rebates et 
(deduction from) income-tax is to be allowed u/s. 88 & 88B to arrive at the income-tax payable: o om 


(a) in:respect of aggregate sums invested or deposited in speci:ied savings, referred to in section 88: ter 
pp. 205-209]. QI ER 
(1) @20% of such savings, in the case of an individual [other than (2) below], Р саак 


x 


(2) @25% of such savings, in the case of an individual, whose total income, derived from the exercise ol ius 
profession as an author, playwright, artist, musician, actor or sportsman (including an athlete), is 25% or || — ї 
more of his total income [Proviso to section 88(1)], - - a. 


(b) @ 20% [40%, for assessment year 1995-96] of the tax payable by resident individual who is of the age of 65 
years or more at any time during the previous year and whose gross total income does not exceed Hs. 75,000. 
[Rs. 1,00,000, for assessment year 1995-96]. 'Gross total income' means total income determined underthe ||. > 
Act, before making any deduction under Chapter VIA of the Act. This rebate is to be allowed before tax rebate || 
u/s. 88 [Section 88B]. ех 


` 


Where the taxaʻie income exceeds Rs. 1,00,000 forassessmentyear 1994-95, the amount of income-tax as reduced oy ||. - 


the rebate u/s. 88, will be increased by a surcharge of 12% on such reduced amount of income-tax. А 


Note: The tax figures given against taxable income over RS. 1,00,000 for assessment year 1994-95, is inclusive of || 
surcharge on income-tax. UC Rec RÀ | = 


- Ratesof Income-tax & Surcharge over Rs. 6,00,000 taxable income: 


Assessment years Income-tax : Surcharge Total tax 
1994-95 . UN 4096 : "4.80% 44.80% 

E: $ (being 12% of I.T.) 
1995-96 ; 40% ~ NIL . 40.00% 


* This table is to ROS by an individual other than. Yon-resident. 


SPECIFIED DATES 


т 


15th June, 94 


30th Тепе, 94 


З1зї August, 94 


* 15th September, 94 : In the сазе of all non-corporate assessees including new non-corporate asscssees, 


31st October, 94 


] 30th November, 94 : Companies are required to submit its return of Income/Wealth, for the assessment year 1994-951. 
{ _ 15th December, 94 : In the сазе of non-corporate assessees, 2nd instalment оГ advance tax duc for payment. Pay not less than } 


_ 15th March, 95 


28th April, 95 


` 


SIst May, 95 


‹ 4 


3500 


ese 


ies) 


+ 


+ 


23 


M 


30th June, 95 


53 
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Your obligations on specified dates under the Direct tax laws $ coos 

: In the casc of old em new anaes being companies, if the advance tax payable is Rs. 1,500 о snore, then, 
Ist instalment of advance tax due for payment. 2nd, 3rd & 4th instalments are due for payme- . on or before 
15th September, 94; 15th December, 94; & 15th March, 95, respectively. For further details, refer page 279, } 

: Submit return of: (1) Income + & f, (2) Wealth t & t & (3) Gift ў, for the assessment усаг 1994-95, 

: Submit return of: (1) Income $, } & ** and (2) Wealth ¢ & f, for’ the, assessment усаг 1994-95, 

Ist instalment of advance 
tax due for payment. On your own accord cstimate your current income (including therein capital gains and | 
casual income also if arose оп or before 15-9-1994) for the assessment усаг 1995-96 and calculate the tax 
thereon as explained іп the example on pp. 279-280. If the advance tax payable (1.с., tax so calculated as 
reduced by the tax deductible/collectible at source) is Rs. 1,500 or more, pay not less than 3096 of such | 
advance tax as Ist instalment. For further details, refer pp. 277-280. 

: Submit return of: (1) Incomet, + & ** and (2) Wealth + & f, for the assessment year 1994-95. І 


60% of such advance tax, as reduced by the amount, if any, paid in the Ist instalment*. If capital gains/casual income |. 
has arose between 16-9-94 and 15-12-94, recompute the advance tax payable after including therein such [ 
gains/casual income as explained in example (2) on page 280 and accordingly pay advance 1ax thercon also, 
In the casc of non-corporate assessees, 3rd and last instalment of advance tax duc for payment. Pay the whole 
amount of such advance tax, as reduced by the amount or amounts, if any, paid in the Ist and/or 2nd instalment*. If capital 
gains/casual income has arose on or after 16-12-94 recompute the advance tax payable after including therein 
such gains/casual income as explained in example (2) on page 280 and accordingly pay the whole amount of | 
advance tax thercon. } 
: (A) Submit annual return of deduction of tax at source made during the financial year ending.on 31-3-95 
under section 194 from “Dividends” (Form No. 26). [Refer Chart for ded. of tax @ sou. on page 318]. | 
: (B) Submit annual return for interest payment to residents excceding Rs. 2,500 without deduction of tax at 
source during the financial year ending on 31-3-95 (Form No. 27A). Companies are required to submit 
annual return of dividends where resident sharcholders have filed Form No. 14B for non-deduction of tax 
at source from dividend (Form No. 27B). 
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than interest on securities" (Form No. 26А) (3) under section 194C from “Ра y 
c ; yments to any contractor or 
sub-contractor" (Form No. 26C) & (4) under section 194G from “Commission, etc., on sale of Уу tickets." 


If*Due date’ specified for filing the return of Income/Wealth applicable in your case falls duc on this date [For ‘D ү 
i y uc date’ refe 151 & 256]. 
t de rara to be accompanied by, proof of payment of self-assessment tax including interest payable JR SIUE (LT) (i dac) [Refer ae 
; Јар d purum and statements required to be filed u/s. 139(9) (I.T.) [For details, refer page 152]. For failure to submit returnof | 
ncom t оп or before the ‘Due date’ applicable in your case, interest u/s. 234A (I.T.)/17B(W.T.)/16B(G.T.) is payable at the rate of 1 


being minors) is filed along with the return of income of the firm for the assessment year 1994-95 [For details, refer Para 3 of item 


1987, whichever is later, to the Assessing Officer, if you are deducting tax at source 2 д ша the tax was deducted or the 30th September 


туен, к source from (i) interest payments (other than 
. 2,900, and (ii) payments to contractors or sub- ha P 

(a) within one week from tke last day of the mou РУ 000 18 to. be paid: 
(6) within two months of the expiration of the month in which amount i edit 
зах deducted at source from salary is to be paid, by an employer наара 
Declarations in the prescribed form obtained from the individucls i 
income, and (с) interest other than interest on’securities, to the effect that their esti 
will be less than the minimum liable to income-tax, are required to be filed EE 
—on or before the seventh day of the month next following the month i 


number, 


^ qure ы 


- &. Where the last date of filing returns of: (1) income/loss, (2) wealth, ae : à 
A Са filed оп the next working day and; in such cases, the return will een x day on which ат.) office is clos.J, the return сап be | 
. £m * Сисшаг No. 639, dt. 13-11-1992, 199 ITR(St.) 1]. 8-де. уе been filed within the specified tinc limit [Ret 
“Rele * ; : ' € 1 f 


+ 


| 
) 
| 
Instalmentor instalments of advance tax payable can be increased or decreased by you in the remaining instalment or instalments in accordance | 
h 


payments made by a firm to its pairs) excecding 


=e 


ane "5 
ей. ti 


рей termes qe cca 


to 
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Assessment ашаа Calendar Samvat Exemption Limits for — 
Year . єй SES = | Үеаг Individuals: ' 
- 4 I.T ACT: e 
-9- 1983 
| 1984-858 31-9-84 203€ (16-11-82 to 4-11-83 
i' 1985-868 351385 1984 2040 ( 5-11-83 to 24-10-84 1 1,50,000 
31-3-86 1985 9041 (25-10-8 15,000 1,50,000 
a нти a чан AES NE 
- / -11- -11- 18,000 
1988-89$ AR 1987 2043 ( 3-11-86 to 29-10-87) 18,000 250,000 
1989-90§ 215-89 t $ ү: 18,000 2,50,000 
1990-91 -3- = — 
1991-993 31-35-91 E = i 18.000 5250000 
1999-935 315-92 m = 22,000 2,50,000 
1993-948 A = = -28,000 15;00,000 
1994-95* 31-3 .4 m — 30,000 . 15,00,000 
1995-96 31-9-5i _ = 35,000 15,00,000 


que cee- se -an 


ACCOUNTING PERIODS WITH REFERENCE TO ASSESSMENT Y 


- 


f Forasscessecs following calendar усаг, the ‘transitional previous year’ relevant to assessment year 1989-90 will comprise a period of 15 months 


(from 1-1-1988 to 31-3-1989). 


$  Forassessecs following samvat year, the ‘transition:.l previous year’ relevant to assessment year 1989-90 will come a period of 17 months 


(from 23-10-1987 to 31-3-1989). Я 

* The Assessing Officer will issue notice on or after the expiry of ‘due date’ applicable to assessce under section 139 
furnished return of income by the said ‘due date’. For ‘due date’, refer page 151 [Section 142(1)()]. 

$. The ате limit for issuc of notice under section 149 read with section 151 is given on page 156. 


= Ф 


(1), if assessee has not 


IMPORTANT CIRCULARS ISSUED BY THE CENTRAL BOARD OF DIRECT TAXES 


DURING THE FINANCIAL YEAR 1993-94: 


(2) Fresh guidelines regarding deduction of tax at source u/s. 194C in supersession of Circulars No. 86 

dt. 29-5-72, 93 dt. 26-9-72 and Para II of Circular No. 108 dt. 20-3-73, w.e.f. 1-4-1994. 

l. (a) The provisions of section 194C shall apply to all types of contracts for carrying out any work 
including transport contracts, service contracts, advertisement contracts, broadcasting/ 
:elecasting contracts, labour contracts, materials contracts and works contracts. The term ‘service 
contracts’ would include services rendered by such persons as lawyers, physicians, surgeons, 
éngineers, accountants, architects, consultants, etc. However, where the payment, for services 
rendered, is in the nature of salary chargeable under the head income from “salaries”, section 
194C will not apply [In such cases, tax deduction at source will be u/s.192]. The term ‘transport 
contracts’ would, in addition to contracts for transportation and 1ай ыша of goods, also 
cover contracts for plying buses, ferries, etc., along with stalf (e.g. driver, conductor, cleaner, 
etc.). The term ‘materials contracts’ would mean contracts for supply of materials, where principal 
contract is for work and labour and mot a contract for sale of materials. Payments made to 
perona who arrange advertisement, broadcasting, telecasting, etc., would be covered by section 


(b) Section 194C would apply to written as well as oral contracts. | S 
fc) Where the payment made under the contract is likely to exceed Rs. 10,000 for the entire period 
during which the contract will remain in force, tax should be deducted at source. Where the 
initial contract- Fries is less than Rs. 10,000, but later on the payment exceeds that amount, 
deduction should be made in respect of earlier payments as well. 
(d) Where advance раўла are made during the execution of a contract and such payments are to 
be adjusted at the time of final settlement of accounts, tax will have to be deducted at the time 
of making advance payment, if the total payment is likely to exceed Rs. 10,000. р 
(е) The other conditions governing deduction of tax at source u/s. 194C would continue to apply. 
2. The provisions of section 194C would not apply:- | 
а) to payments made for hiring or renting of equipments, etc. vacas ; 
).to payments made to banks for discounting bills, collecting/receiving payments олон 
cheques/drafts, Opening and negotiating letters of credit and transactions in negotiable E 
ments, - i : z í 


(с) to contracts for sale of goods. However contracts granted for processing/fabri ung Le | e Є 5 


Subplied by the payers specified in section 194C will Бе covere 
whee the ownership of such goods remains at all times 
X qd. y Brocessing/fabricating goods is done according to | 
deli the ownership thereof passes to such payers o 

S lvered, section 194C will not apply, as it will be a con 
The ab purview of section 194C. F 

S роте guidelines will apply w.e.f. 1-4-1994, Tax deduction alre: 
vith the provision exrlier guidelines [Circular Nos. 86, 93 & 108] 
‚О Provisions of section #4 ли Bhawan Varanasi Collection. Di 


ў 
- 


. Gist of circular : Circular No. 
"For gist of important circulars issued by the Central Board of Direct Taxes during the period from 1-4-1993 to | 
20-2-1994, vefer pp. 299-317. ; SES 
(1) Special provisions relating to certain companies- E 680 Dt. 21-02-94 
Book profit-Computation of-Effect of Explanation (iii) to section 115 . [206 ITR(SU) 297] 
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Few copies available 


1985-86 Price: Rs. 68/- 


1986.87 Price: Rs. 68/- 


1987-88 Price: Rs. 74/- 


1993-94 Price: Rs. 160/- 
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